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Chapter  I 
Background  and  Executive  Summary 


This  is  the  fi,st  annuai  report  under  section  6102(a)  of 
the  Omnibus  Budget  Reconciliation  Act  of  1989  (OBRA  89:  P  L 
101-239)  which  added  section  1848(g)(7)  to  the  Social  Security 
Act.    This  addition  to  the  law  requires  the  Secretary  of  the 
Department  of  Health  and  Human  Services  to  monitor: 

"(i)  changes  in  utilization  of  and  access  to  services 
furnished  under  [Part  B]  within  geographic, 
population,  and  service  related  categories, 
Ui)    possible  sources  of  inappropriate  utilization  of 

services  furnished  under  [Part  B]  which  contribute  to 
the  overall  level  of  expenditures  under  [Part  B],  and 
(Hi)     factors  underlying  these  changes  and  their 
interrelationships . " 
The  Secretary  is  to  study-and  report  annually  to  Congress  on 
the  changes  described  in  paragraph  (i)  and  include  in  the 
report  "an  examination  of  the  factors  (including  factor, 
relating  to  different  services  and  specific  categories  and 
groups  or.  service,  and  geographic  and  demographic  variations  in 
utilization)  which  may  contribute  to  such  changes." 

Both  the  legislative  context  and  the  statement  of  managers 
make  clear  this  requirement  is  primarily  intended  to  evaluate 


the  impact  on  utilization,  access,  and  appropriateness  of  the 
changes  in  Medicare  physician  payments  mandated  by  OBRA  89. 
These  changes  include  the  Medicare  Fee  Schedule  (MFS),  the 
Medicare  Volume  Performance  Standards  (MVPS),  and  limitations 
on  balance  billing,  of  beneficiaries  for  Medicare  services. 

This  report  describes  the  research  and  monitoring  systems 
that  the  Health  Care  Financing  Administration  (HCFA)  is 
establishing,  as  a  foundation  for  future  annual  reports.  Over 
the  last  few  years,  HCFA  has  designed  and  is  now  putting  in 
place  a  diverse,  yet  carefully  integral,  set  of  data 
acquisition  and  information  management  systems  that  will  better 
support  ongoing  monitoring  of  the  impacts  of  program  changes  on 
utilization,  access,  appropriateness,  and  outcomes  of  care. 
Table  1-1  shows  how  these  new  systems  will  affect  the 
timeliness  and  scope  of  evaluative  data. 

V 

In  addition,  HCFA  is  actively  pursuing  research  to  help 
interpret  the  data  resulting  from  these  systems.    The  report 
does  not  provide  detailed  reports  from  the  research,  which  is 
not  complete,  or  data  from  the  systems,  which  are  not  yet  fully 
operational . 

Organization  of  the  Repor^ 

This  report  comprises  six  chapters.    This  first  chapter 
provides  the  context  and  legislative  history  for  the  report, 
and  then  provides  an  Executive  Summary  of  its  discussions  and 
findings.    The  second  chapter  provides  an  overview  and 
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timeframe  for  the  development  of  the  data  systems  related  to 
Part  B  Medicare  services.    This  organization  as  a  separate 
chapter  is  intended  to  be  clear  and  convenient  for  the  reader, 
but  the  reader  should  keep  in  mind  that  (a)  each  of  these  data 
systems  will  also  be  useful  for  studies  described  in  each  of 
the  subsequent  chapters,  and  (b)  studies  in  each  of  the  three 
areas  will  shed  light  on  the  other  areas. 

Following  Chapter  II  on  data  systems,  there  are  three 
chapters  (III,  IV,  and  V)  describing  approaches  to  studies  of 
utilization,  access,  and  appropriateness.    Each  of  these 
chapters  also  references  again  in  greater  detail  the  data 
systems  most  useful  for  studying  the  issues  described  in  that 
chapter.     (The  Executive  Summary  also  integrates  to  some  extent 
the  discussion  of  data  systems  with  approaches  to  understanding 
utilization,  access,  and  appropriateness.)    A  final  chapter 
(Chapter  VI)  discusses  an  added  dimension  of  monitoring: 
outcomes  analysis.     It  concludes  with  a  discussion  of  the 
challenge  for  fully  integrating  data  systems  for  ongoing 
monitoring  and  timely  policy  development  purposes. 

Summary  of  Findings 

This  report  can  be  "  ewed  as  a  type  of  longer-range 
"blueprint"  or  framework  for  organizing  and  implementing  a 
strategy  for  monitoring  changes  in  Medicare  Part  B  services. 
It  outlines  a  number  of  impressive  achievements  either  underway 


or  planned,  and  the  forward-looking  research  agenda  that  may 
help  clarify  factors  contributing  to  such  changes. 

At  the  same  time,  it  points  up  the  major  conceptual 
obstacles  inherent  in  defining,  identifying,  and  measuring 
utilization,  access,  and  appropriateness  of  medical  services. 
Second,  it  attempts  to  develop  realistic  timeframes  for  being 
responsive  to  the  mandates  of  Congress;  nevertheless,  the  scale 
and  sheer  complexity  of  the  Part  B  program  under  Medicare 
ensure  that  these  tasks  will  be  daunting  and  present  ongoing 
challenges . 

Data 

Data  are  pivotal  in  identifying  and  monitoring  program 
impacts  and  change.    While  significant  strides  have  been 
achieved  over  the  last  10  years,  more  comprehensive  and  more 
reliable  data  on  Part  B  is  expected  to  be  available  in  the 
future. 

HCFA's  data  systems  developed  from  a  payment  system  that 
historically  has  been  extremely  diverse;  as  standardized 
national  rules  and  computer  systems  reduce  variation  among 
Medicare's  Part  B  carriers,  data   -  particularly  claims-based 
data  --  become  increasingly  reliatle  and  lag-times  decrease. 
Steps  contributing  to  this  improvement  include: 
(D  Standardized  Definitions.    In  September  1990  the  Secretary 
delivered  to  Congress  and  published  a  model  fee  schedule1 
that  describes  how  HCFA  will  standardize  definitions  for 
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Part  B  claims  data. 
(2)  Un^ue  Physician  Identif icatinn  timber  niPTM],      HCFA  has 
assigned  a  UPIN  to  every  physician  in  the  United  states  for 
whom  it  has  a  record  of  a  Medicare  billed  service  since 
1987.     Current  plans  call  for  the  UPIN  to  become  part  of 
all  electronic  bill  records  during  1991;  when  implemented, 
this  could  allow  improved  analysis  of  changes  in  services 
provided  by  individual  physicians,  some  of  which  was  not 
possible  in  the  past. 
(3)  P*rect  Submission  of  Unassioned  n»«m«      OBRA  89  requires 
that,  effective  September  1,  1990,  physicians  submit  all 
claims  directly  to  Medicare  carriers,  including  those 
claims  on  which  they  did  not  accept  assignment.  HCFA 
expects  direct  submission  to  improve  the  timeliness  and 
accuracy  of  estimates  of  changes  in  utilization. 
(4)  National  Claims  History  l scn\  mvn+mm.    The  NCH  system  is  a 
national  archive  of  all  Medicare  claims  processed  through 
the  Common  Working  File  (CWF),  which  became  fully 
operational  in  early  1991.    The  CWF  and  NCH  are  major 
innovations  in  the  way  HCFA  authorizes  payments  and 
captures  claims  data  for  program  development  and 
evaluation.    These  innovations  could: 
c       Increase  the  timeliness  of  claims  information  for 

utilization  tracking,  and 
o       Improve  data  quality  by  standardizing  data  acquisition 
^         and  analytic  files,  and  by  increasing  data  quality 


review. 


The  NCH  system  is  a  product  of  HCFA's  larger  Project  to 
Redesign  Information;  Systems  Management  (Prism, ,  which  is 
attempting  to  create  tools  to  substantially  improve  access 
to  claims,  beneficiary,  and  provider  data,  thus  enhancing 
HCFA's  longer-term  ability  to  analyze  and  interpret  trends. 
Other  data  systems,  either  proposed  or  under  development, 
promise  to  further  enhance  these  abilities.    Briefly,  these  ' 
include: 

(1)  The  Current  Beneficiary  *,irvev  tc**).     The  CBS  is  a 

proposed  project,  and  planned  as  an  ongoing  panel  survey  of 
the  Medicare  beneficiaries  including  the  aged  and  disabled 
residing  in  the  community  and  in  institutions.    The  CBS 
could  substantially  improve  HCFA's  ability  to  describe 
costs,  expenditures  and  sources  of  payment  for  health  care; 
monitor  effects  of  Medicare  program  changes;  and  assess 
program  effects  -  such  as  changes  in  access  to  care  -  on 
beneficiaries.  -  * 

(2)  ?Ber  Revlew  ^ganlzatlon  (PRO)  nntn.    PROs  use  both  billing 
data,  which  are  currently  available  but  require  further 
development  for  analysis,  and  an  expanded  data  base  under 
development  (including  the  Uniform  Clinical  Date;  Set  or 
UCDS,  that  contains  a  broad  range  of  clinical  information 
from  hospital  and  other  patient  records.    The  UCDS  will 
collect  a  standard  set  of  data  about  each  hospitalization, 
subject  that  data  to  an  expert  system,  and  provide  to 


physician  reviewers  a  case  summary  reflecting  specific 
areas  under  question.    This  data  system  could  allow  a 
change  from  traditional  individual  case  review  to  broader 
issues  of  clinical  concern  about  the  appropriateness  of  the 
medical  care  being  provided  (see  Chapter  V  for  more 
discussion  on  this  point). 
}  Beware  Beneficiary  Health  se»t»%  Registry  ("Registry") 
The  Registry  is  a  proposed  longitudinal  data  base 
containing  information  formed  by  joining  health  status 
information  obtained  by  a  panel  survey  of  beneficiaries  and 
then  linked  with  HCFA's  administrative  files.    The  survey 
would  gather  previously  unavailable  information  regarding 
the  health  status  of  approximately  2  percent  of  the  elderly 
as  they  enter  the  Medicare  program  and  at  2  and  5  year 
intervals  thereafter.    By  enrolling  successive  cohorts  over 
many  years,  changes  in  the  health  and  utilization  of  new  v 
entering  groups  could  be  monitored  over  time.  Repeated 
survey  contacts  with'  the  same  individuals  could  allow 
improved  monitoring  of  the  progression  of  health  and 
disease,  the  effectiveness  of  specific  health 
interventions,  and  the  overall  relationship  between  the 
Medicare  program  and  health  status  of  beneficiaries.  Tha 
Registry  is  currently  being  developed,  but  it  will  not  L» 
known  for  several  years  whether  the  Registry  will  be  able 
to  gather  health  status  information  of  sufficient  accuracy 
to  satisfy  th*  purpose  for  which  it  is  being  developed,  or 


if  so,  at  what  cost.  Therefore,  no  final  decision  has  y.t 
been  made  to  implement  the  Health  status  Registry. 

Utilization 

To  monitor  changes  in  utilization  of  services  under 
Medicare  (Chapter  III),  HCFA  is  building  upon  its  solutions  to 
challenging  data  problems  and  supporting  research  to  clarify 
the  forces  behind  growth  in  utilization. 

There  are  obvious  and  important  questions  to  be  addressed 
concerning  the  impact  of  the  OBRA  89  changes  on  utilization  of 
services;  these  include: 

o  What  will  happen  to  overall  volume  of  services? 
o       What  will  happen  to  volume  of  specific  types  of 

services  and  the  volume  and  mix  of  services  across 
areas? 

o       What  will  happen  to  utilization  of  services  in  the 
aggregate  and  for  specific  types  of  services,  for 
special  population  groups  (e.g.,  more  elderly 
beneficiaries,  disabled  or  End  Stage  Renal  Disease 
(ESRD)  beneficiaries,  minorities)? 
o       Will  the  overall  levels  in  use  (and  cost)  of  services 
increase,  decrease,  or  remain  unchanged  as  the 
statutory  changes  are  implemented? 
Beyond  observing  these .specif ic  but  straightforward 
statistical  trends,  there  are  a  set  of  longer-range  research 
issues,  such  as:  .* 
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o       To  what  extent  does  procedure  growth  reflect  demand 
factors  such  as  patient  needs  and  preferences,  and  to 
what  extent  does  growth  reflect  supply  factors  such  a, 
physician  availability  and  presence  of  facilities? 
o       How  do  physicians  and  patients  change  their  behavior, 
both  in  the  short  and  in  the  long  run,  in  response  to 
changes  in  payments  and  liabilities?    For  example, 
will  beneficiaries'  use  of  services  change  when  their 
out-of-pocket  costs  are  reduced  by  balance  billing 
limits? 

o       What  are  the  growth  cycles  of  different  kinds  of 

procedures?    Do  some  procedures  have  a  self-limited 
cycle  of  growth  (e.g.,  are  used  only  in  limited,  well- 
defined  circumstances)? 
o       To  what  extent  is  growth  in  services  medically 

appropriate?    Increases  in  levels  of  services  may  be 
appropriate,  for  example,  if  they  represent  new  and 
clearly  beneficial  technology;  increases  could  also 
represent  proliferation  of  services  whose 
effectiveness  is  uncertain.     (This  question  is 
primarily  addressed  in  Chapters  IV  and  V,  which 
consider  access  and  appropriateness.) 
Despite  the  improvements  in  information  systems, 
interpreting  growth  patterns  will  remain  formidable  for  several 
years.    For  example,  there  is  still  uncertainty  as  to  the 
extent  to  which  apparent  differences  in  growth  of  utilization 


among  localities  reflect  data  probl 


Access 


To  monitor  changes  in  access  to  care  for  Medicare 
beneficiaries  (Chapter  IV),  HCFA  will  study  approaches  that 
might  better  measure  both  (a)  barriers  that  beneficiaries 
encounter  when  they  use  service. /and  (b)  the  extent  to  which 
beneficiaries  receive  medically  necessary  care. 

A  major  source  of  data  on  beneficiaries  reporting  barriers 
could  be  the  proposed  CBS.     Information  providing  clues  to 
patterns  of  medically-necessary  services  will  come  primarily 
from  analysis  of  claims  data.    Trend  data  from  CBS  could  be 
available  as  early  as  1993  (depending  upon  survey  approval), 
and  improved  trend  data  from  analysis  of  claims  may  be 
available  as  early  as  1994. 

The  receipt  of  necessary  care  could  be  studied  through  a 
variety  of  analyses  of  claims  data,  the  use  of  the  proposed 
Medicare  Registry,  and  through  longer-term  research.  For 
example,  HCFA's  Research  Center  at  Project  HOPE  recently 
recommended  that  observing  disparities  in  utilization  rates  for 
various  groups  of  beneficiaries  at  a  point  in  time  -  whether 
across  geographic  areas  or  across  beneficiary  characteristics 
such  as  race  -  could  be  indicative  of  lack  of  access  for  the 
lower  use  groups  as  well  as  inappropriate  overuse  for  the 
higher  use  groups.     Information  collected  initially  and 
monitored  longitudinally  by  the  proposed  Registry,  when  linked 
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with  utilization  data,  could  permit  increased  understanding  of 
the  distribution  of  underlying  differences  in  health  status  and 
risk  factors  for  health  conditions  --  allowing  a  more  direct 
measurement  of  need  for  health  services.     This  could  help 
identify  possible  .groups  with  unegual  access  to  care. 

Finally,  HCFA's  Office  of  Research  and  Demonstrations  also 
is  readying  a  cooperative  agreement  solicitation  directed  at 
improving  conceptual  foundations,  measurement,  and 
understanding  of  barriers  to  access  to  care.  This 
solicitation,  as  well  as  ongoing,  longer-term  research  both 
within  HCFA  and  the  Agency  for  Health  Care  Policy  and  Research 
( AHCPR ) ,  could  develop  tools  for  measuring  rates  of  receipt  of 
medically  necessary  services. 

Ideally,  monitoring  access  would  involve  not  only  measuring 
but  also  analyzing  changes.    The  goal  would  be  to  link  any 
improvement  or  deterioration  in  access  to  specific  program 
changes  such  as  alterations  in  payment  or  beneficiary 
liability.    This  goal  is  extremely  ambitious  and,  considering 
the  number  of  Medicare  program  and  environmental  changes  that 
will  occur  over  the  next  few  years,  may  not  be  achievable. 

Any  approach  to  monitoring  access  must  complement  the 
monitoring  of  appropriateness  described  below  because  it  could 
identify  appropriate  care  that  was  not  received.  The 
appropriateness  strategy,  on  the  other  hand,  would  principally 
address  the  appropriateness  of  care  that  is  received. 


APDrOpri  atonoce 

The  Medicare  program  approaches  the  question  of 
appropriateness  in  two  ways,  through: 

o       National  standards  as  to  what  services  will  be  paid 

for  ("covered")  by  the  program,  and 
0       More  local  programs  of  pre-certification,  Pre-payment 
screening,  and  post-service  review. 
Even  though  there  are  a  few  national  rules  governing  what 
services  will  be  reviewed  under  the  latter  activities,  HCFA 
uses  the  professional  judgment  of  local  reviewers  to  make 
pre-certification  or  post-service  determinations  of 
appropriateness.     Recently,  however,  a  growing  number  o£ 
critics  has  pointed  out  that  many  accepted  community  practices 
have  very  limited  scientific  foundation,  and  judgments  as  to 
what  is  appropriate  are  usually  difficult  to  justify  through  v 
reference  to  the  best  scientific  literature. 

Monitoring  of  changes  in  appropriateness  of  care  (Chapter 
V)  requires  (a)  developing  guidelines  as  to  what  care  is 
appropriate,  and  (b)  measuring  the  care  provided  to  Medicare 
beneficiaries  against  these  guidelines.    Practice  guidelines 
are  currently  being  developed  through  AHCPR.    To  the  extent 
applicable  to  the  Medicare  population,  these  guidelines  could 
be  applied  -  with  other  available  standards  -  through  new 
data  and  analysis  systems  (such  as  the  UCDS)  being  planned  and 
"pilot"  tested  by  HCFA «s  Health  Standards  and  Quality  Bureau 


(HSQB) . 
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Through  PROs,  HSQB  is  responsible  for  monitoring  the 
appropriateness  of  care  delivered  to  Medicare  beneficiaries. 
HSQB  is  engaged  in  making*  the  PRO  program  more  systematic  in 
its  assessment  of  the  quality  through  a  combination  of 
automated  clinical  patient  data  and  an  expert  system  of 
electronic  clinical  logic.     Initially,  the  automated  data  might 
be  limited  to  that  obtained  from  -inpatient  hospital  medical 
records  and  the  expert  system  will  rest  on  consensus-based 
algorithms.     In  the  longer  term,  the  data  required  could 
include  information  from  all  care  settings  and  the  expert 
system  could  evolve  into  a  real-time  experience-based  decision 
support  tool  founded  on  epidemiologic  analysis  of  the 
experience  of  physicians  treating  Medicare  patients. 

Over  the  next  3  years,  HSQB  plans  to  begin  using  newly 
automated  screening  systems;  these,  in  turn,  could  feed 
directly  into  a  ongoing  tracking  system.    The  validity  of  these 
screens,  however,  requires  continual  refinement  through 
epidemiologic  studies  and  case  review,  the  value  of  which  are 
as  yet  indeterminate.    Additionally,  this  strategy  will  take  a 
minimum  of  several  more  years  to  yield  trend  data.    But  HCFA 
believes  that  counts  derived  from  current  systems  for  review  of 
app ropriateness  provide  little  information  on  changes  in 
appropriateness  of  care.    As  with  access  and  utilization,  HCFA 
will  attempt  to  link  trends  in  appropriateness  with  specific 
program  changes,  but  similar  difficulties  persist  in  this  area 
as  well. 
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Outcomes 

Chapter  VI  describes  another  long-term  dimension  of 
monitoring:  outcomes  analysis.     This  final  chapter  then 
examines  some  important  differences  between  monitoring  and  more 
traditional  program  evaluation.    Although  monitoring  is  a  more 
powerful  and  useful  approach,  analysis  will  be  very  complex  and 
associating  changes  in  monitored  trends  with  specific  program 
changes  may  prove  impossible. 

Chapter  VI  concludes  with  a  discussion  of  the  challenge  of 
integrating  information  systems  for  future  analysis  and 
monitoring.    The  data  systems  described  primarily  in  Chapter 
II,  but  in  greater  detail  in  Chapters  III,  iv,  and  V,  have  been 
developed  for  operational  purposes,  but  may  have  broader 
application  than  the  specific  topics  of  the  chapters  in  which 
they  are  discussed.    For  example,  claims  data  may  identify 
potential  access  and  appropriateness  issues,  as  well  as  provide 
some  outcomes.    The  CBS "could  provide  limited  information  on 
utilization  not  available  from  claims  data. 

Chapter  VI  ends  with  a  brief  description  of  the  ways  in 
which  the  monitoring  processes  can  bring  HCFA  closer  to  a 
process  of  continuous  quality  improvement. 

Attributing  Causation:  Llmltatlon? 

An  important  goal  of  the  analyses  mandated  by  OBRA  89  is 
cl^a-fly  determining  the  effects  of  program  changes,    it  is  an 
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issue  and  theme  throughout  each  of  the  chapters  of  this  report. 
Attributing  changes  in  utilization,  access,  or  appropriateness' 
to  specific  program  changes  will  be  difficult,  though,  for  at 
•least  two  reasons: 

(1)  Timeframes.    Although  it  is  easy  to  identify  the  moment 
when  a  Medicare  program  change  becomes  operational, 
identifying  the  time  at  which  it  affects  patient  and 
physician  behavior  may  prove  much  more  difficult.  For 
example,  many  of  the  payment  changes  under  the  MFS  actually 
started  with  "overpriced  procedure"  cuts  in  OBRA  87  and 
OBRA  88  and  will  be  phased  in  during  a  transition  period 
extending  into  the  mid-1990s.    Conversely,  physicians  may 
respond  to  expected  changes  rather  than  reacting  on  the  day 
changes  occur;  in  extreme  cases,  the  actual  change  may  fall 
short  of  the  expectation  and  the  response  to  the  actual 
change  may  be  the  reverse  of  that  expected.  v 
(2)  Multiple  Concurrent  rh«ng»«      Tne  world  of  part  B  servlces 
is  changing  in  many  *wys  at  once,  and  disentangling  causes 
will  be,  at  best,  very  difficult.    Although  changes  will  be 
different  for  different  groups  of  physicians  and  payments, 
making  some  multivariate  analysis  possible,  a  very  large 
number  of  possible  causal  events  will  be  occurring  at 
roughly  the  same   ;ime,  including: 

o       Within  Medicare,  ^he  MFS,  MVPS,  and  balance-billing 
limits; 

o       In  the  general  health  care  sector,  changes  in  the 


relations  of  physicians  to  hospital,,  shifts  in  the 
policies  of  other  insurers,  and  d.vei0pn.„ts  in  nMUh 
care  technology; 
o        in  the  general  economy,  changes  in  the  ability  of 
beneficiaries  to  pay  out-of-pocket  costs  and  of 
physicians  to  do  without  Medicare  income. 
Thus,  despite  the  importance  of  each  of  the  issues  described 
and  discussed  in  the  course  of  this  first  Report  to  Congress, 
causal  conclusions  can  be  ambiguous  at  best. 
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Table  i-l 


Change  in  Availability  of  Program  Data:  Calendar  Years  1 


990-95 


Information 
system 


Typical  lag 
(months ) 


1990 


Part  B 
utilization 


1995 


10-22  5-8 


Routine/ 
special  study 
in  1990 


routine 


In 
place 


1991/2 


Access  to  care      24-36  6-10 


special 


1993/4 


Appropriateness  48 
of  care 


4-8 


special 


1994/5 


Outcomes 


12-36  6-12 


largely 
special 
studies 


1994/5 
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Chapter  II 

Data  Systems  For  Monitoring  Changes:  Present  and  Future 


Data  are  pivotal  in  identifying  and  monitoring  program 
impacts  and  change.     In  laying  out  a  conceptual  framework  for 
Identifying  and  tracking  changes  in  utilization,  access,  and 
appropriateness,  it  is  logical  to  begin  with  an  overview  of 
Medicare's  information  capabilities  -  both  current  and 
future. 

While  significant  strides  have  been  achieved  over  the  last 
10  years,  more  comprehensive  and  more  reliable  data  on  Part  B 
are  expected  to  be  available  in  the  future.    This  chapter 
begins  with  a  description  of  Part  B  claims  files  and  then 
describes  more  specific  data  systems  that  might  be  used  to 
monitor  changes  in  utilization,  access,  and  appropriateness  of 
care. 

Part  B  £l*lM 

Data  on  Part  B  physician  services  historic lly  have  come 
from  claims  submitted  either  by  patients  or  by  physicians;  as 
of  September  1,  1990,  physicians  and  other  providers  must 
submit  all  bills  directly  to  HCFA  contractors.    This  change 
could  help  improve  the  accuracy  and  timeliness  of  the  data. 
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Contents 

The  electronic  record  created  from  each  bill  includes: 

(1)  the  provider  number  (a  number  that  is  assigned  by  the 
carrier  and  may  cover  several  physicians  in  a  practice  or 
only  parts  of  the  total  practice  of  one  or  more 
physicians);  in  1991  the  UPIN  (see  below)  will  be  added; 

(2)  the  physician's  specialty; 

(3)  the  service  provided  (coded  in  HCFA's  Common  Procedure 
Coding  System  (HCPCS),  which  is  an  expansion  of  the 
American  Medical  Association's  Current  Procedural 
Terminology  (CPT-4 ) ) , 

(4)  the  diagnostic  code, 

(5)  the  date  of  service, 

(6)  the  site  of  service  (office,  hospital,  nursing  home,  etc.) 
and 

(7)  the  charge  for  each  service. 

Since  1989,  three  different  systems  have  reported  data  from 
Part  B  claims.    They  are  Bill  Payment  Records,  Part  B  Medicare 
Annual  Data  or  BMAD,  and  National  Claims  History;  each  are 
discussed  in  turn  below. 

Bill  Payment  Records 

Until  the  implementation  of  the  CWF,  carriers"  created  and 
submitted  payment  records  for  noninstitutional  Part  B  services 

Carriers  _are  insurance  companies  that  process  Medicare 
Part  B  claims;  a^carrier  serves  one  or  more  States  or  part  of  < 
lliger  State. 


While  the  bill  payment  record  system  is  the  longest-established 
of  the  Part  B  data  systems  (dating  from  1972),  it  is  also  the 
most  limited: 

(1)  Completeness.    The  payment  record  system  creates  files 
after  payment  is  complete  and  operates  outside  of  the 
claims  processing  system.    There  have  been  significant 
reporting  shortfalls  in  the  data,  due  to  both  missing  and 
incorrect  submissions  from  some  carriers.    There  are  also 
some  duplicate  bills.     In  all  cases,  claims  applied 
entirely  to  the  deductible  are  absent  because  there  was  no 
payment . 

(2)  Timeliness.    Bill  payment  data  enter  the  system  only  after 
the  bill  is  paid,  often  long  after  the  service. 

(3)  Bfil&U.    A  payment  record  is  created  for  each  provider  on  a 
single  claim.    Each  record  is  a  summary  of  payments  made  on 
a  claim  for  that  physician's  services.    The  place  and  type 
of  service  are  reported  for  the  service  with  the  largest 
charge  on  the  claim',    in  addition,  no  procedure  code  is 
reported  on  the  payment  record. 

Bill  payment  records  have  become  less  used  as  other  systems 
have  improved. 


Part  B  Medicare  Annual  Data 

The  BMAD  system  consists  of  four  files:  (a)  a  Procedure 
file  that  contains  frequency  counts  and  average  allowed  charges 
fer^all  procedures  in  all  localities,  (b)  a  Beneficiary  file 
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that  contains  all  claims  for  services  to  a  5  percent  sample  of 
beneficiaries,  (c)  a  Provider  file  that  contains  all  claims  for 
services  by  a  5  percent  sample  of  providers,  and  (d)  a 
Prevailing  Charge/Pricing  file  that  contains  prevailing 
charges/fee  schedules  for  all  procedures  in  all  localities. 

BMAD  files  through  1985  were  seriously  flawed,  but  files 
for  1986  -  1989  provide  better  information  and  are  more 
carefully  monitored  than  bill  payment  record  data.  Through 
1990,  BMAD  files  continued  to  be  created  and  submitted  to  HCFA 
after  the  end  of  each  year  by  individual  carriers,  which 
extracted  the  files  from  the  carriers  claims  history  files. 
Each  processing  site  developed  these  extraction  systems 
independently,  and  there  are  inconsistencies  among  the 
processing  sites  in  the  definitions  used  in  developing  the 
files. 

The  resulting  files  currently  have  several  limitations 
including: 

(1)  Completeness.    The  files  contain  only  claims  submitted 
within  3  months  after  the  close  of  the  calendar  year  when 
carriers  create  the  files  they  submit  to  HCFA. 

(2)  Timeliness.     BMAD  files  for  a  year  have  typically  become 
available  10-12  months  after  the  end  of  the  year. 

<3>  Carrier  Problems-    Carriers  make  errors  in  creating  the 
files  that  go  into  BMAD;  each  year  the  data  from  some 
carriers  have  significant  numbers  of  omissions  or  duplicate 
claims. 


(4,  Pr°vtder  File.     The  BMAD  provider  me  consists  of  ,u 
claims  from  a  5  percent  sample  of  provider,.  Provider 
numbers  are  assigned  independently  by  each  proc..,lna  slte. 
provider  numbers  are  assigned  for  billing  purpose,  and  m4y' 
change.    Further,  each  processing  site  draws  the  .a»ple, 
and  there  i,  variation  in  sampling  procedures  among  the' 
carriers . 

(5)  Coding  Practices.    Carriers  use  local  codes,  and  even 

standard  codes  (e.g.,  "modifiers"  that  indicate  partial  or 
increased  services)  are  not  applied  uniformly.  This 
problem  should  be  alleviated  to  a  considerable  degree 
following  standardization  of  policies  stemming  from 
Physician  Payment  Reform. 
More  generally,  the  issues  of  completeness,  timeliness,  and 
carrier  practices  should  improve  in  the  next  few  years.  This  is 
in  great  part  due  to  BMAD  files  being  constructed  as  subsets 
from  the  NCH  file  beginning  in  1991. 

National  Claims  History  $y*+am 

The  NCH  system  is  a  national  archive  of  all  claims  - 
processed  through  the  CWF.    The  CWF  is  a  decentralized  Medicare 
claims  validation  and  benefit  authorization  process.    Each  CWF 
site  edits  claims  and  authorizes  payments,    when  the  CWF  site 
authorizes  payment,  an  authorization  notice  goes  to  (a)  the 
fiscal  agent  to  enable  payment,  and  (b)  to  HCFA  for  inclusion 
in  the  NCH  system. 
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Because  CWF  forwards  data  to  NCH  when  »  n.*-  • 

nun  wnen  a  claim  is  approved 

for  payment,  data  may  become  available  for  analysis  in  a  much 
more  timely  fashion  than  the  previous  BMAD  reporting  process. 
Current  BMAD  data  are  processed  annually  so  that  the  data  file 
for  a  year  is  available  for  analysis  about  a  year  after  the 
year  is  over.    Thus,  data  from  the  second  quarter  of  1989  now 
become  available  for  analysis  about  the  end  of  1990/ 
18-21  months  later.    After  an  initial  implementation  phase  of 
the  next  few  years,  when  the  NCH  file  is  operating  smoothly, 
the  data  from  the  second  quarter  of  1992  would  be  expected  to 
be  available  for  analysis  during  the  fourth  quarter  of  1992  — 

between  3  and  9  months  later.  Thus,  the  data  lag  eventually 
could  decrease  substantially,  especially  for  the  early  months 
of  a  year. 

Nevertheless,  the  NCH  system  has  certain  limitations: 
o        1991  will  be  the  first  full  year  of  data.     It  la 

realistic  to  expect  that  a  number  of  data  reporting 
issues  will  emerge  in  this  first  year, 
o       The  file  is  very  large  (about  500,000,000  or 

500  million  claims  a  year).    By  comparison,  Part  A 
claims  for  hospital  admissions  total  only  about 
11  million  per  year.    The  sheer  magnitude  of  this  file 
will  make  custom  analyses  difficult. 
The  1991  BMAD  procedure  and  beneficiary  files  will  be 
constructed  continuously  at  HCFA  from  the  CWF,  and  the  provider 
file  sample  will  "be  drawn  continuously  when  the  UPIN  is  fully 
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implemented.    Until  UPIN  is  fully  implemented,  a  special 
sampling  method  can  be  used  to  accommodate  provider  numbers 
assigned  by  carriers.     Once  the  UPIN  is  fully  implemented, 
provider  sampling  will  become  consistent. 

Complete  (100  Percent)  Claims  Files 

Two  HCFA  grantees  have  obtained  complete  files  of  claims 
for  several  States  for  several  years  in  order  to  pursue 
analytic  studies.    Although  these  files  represent  only  a  few 
States  and  findings  are  not  always  generalizable  for  national 
policy  purposes,  they  can  provide  the  basis  for  special 
projects . 

Other  Data  Improvements 

Listed  below  are  several  improvements  that  are  being  v 
implemented  roughly  parallel  with  CWF  changes;  these  changes 
include: 

(1)  UPINs  (unique  physician  identification  numbers),  which  will 
permit  linkage  of  services  to  individual  physicians  (in 
contrast  to  the  provider  numbers,  which  are  assigned  to 
practices) . 

(2)  Standardization,  of  a  variety  of  coding  practices  (for 
example,  local  codes  will  be  largely  discontinued,  use  of 
modifiers  will  be  standardized,  and  the  services  included 
in  the  surgical  global  fee  will  be  standardized).  In 
September  1990,  the  Secretary  delivered  to  Congress  and 
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published  a  model  fee  schedule'  that  describes  h0„  hcfa 
will  standardize  definitions  for  Pert  B  claims  data.  These 
standardizations  could  make  comparisons  more  reliable 
.cross  states  and  carriers  and,  ultimately,  over  time- 

* 

The  Current  Benefic^r-y  cMr..r.. 

The  CBS  is  a  proposed  project,  and  planned  as  an  ongoing 
panel  survey  of  the  Medicare  beneficiaries  including  the  aged 
and  disabled  residing  in  the  community  and  in  institutions. 

Goals 

The  CBS  could  be  used  to: 

o       support  the  development  of  the  National  Health 
Accounts, 

o       project  and  monitor  the  integrity  of  the  Trust  Fund, 
o       describe  costs,  expenditures  and  sources  of  payment 

for  health  care,* 
o       monitor  effects  of  Medicare  program  changes, 
o       assess  program  effects  on  beneficiaries, 
o       simulate  the  potential  implications  of  legislative, 

regulatory  and  program  changes,  and 
o       conduct  epidemiological  studies  associated  with  aging 
and  institutionalization. 
The  CBS  could  produce  a  continuous  data  base,  whose  strength  is 
the  long  term  nature  of  the  panel  study  and  the  flexible 
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design.    HCFA  administrative  data  (including  claims  data)  would 
be  linked  to  the  survey  data  for  analysis,  producing  data  that 
are  both  richer  and  subject  to  cross-checks  for  validity. 

Sample 

The  universe  for  the  CBS  would  be  current  Medicare 
beneficiaries  living  in  the  United  states  and  Puerto  Rico.  The 
total  sample  size  would  be  12,000.    Special  populations,  such 
a.  the  disabled,  the  elderly  in  nursing  homes  or  institutions, 
and  the  extreme  elderly  would  be  oversampled.    The  sampling 
frame  would  be  the  Health  Insurance  Master  File,  but  for  each 
sampled  person  who  is  in  a  nursing  home,  a  cluster  or  network 
of  additional  residents  in  the  same  institution  would  be 
selected. 

Data  collection  for  the  CBS  could  be  continuous.  Sample 
persons  would  be  interviewed  every  4  months  for  several  years . 
The  longitudinal  nature  of  the  panel  survey  provides  the 
opportunity  to  observe  changes  in  use  with  changes  in  coverage 
and  health  status.    This  also  allows  observation  of  processes 
that  occur  over  time,  such  as  institutionalization  or  the 
spending  down  of  assets. 

Content 

The  proposed  CBS  would, have  both  core  questions  and 
supplements . 

Core  Items.    The  core  would  focus  on  beneficiaries' 
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(community  based  and  institutional)  patterns  of  use, 
expenditures  and  cost  over  time,  sources  of  coverage  and 
payment,  demographic  characteristics,  health  and  functional 
status  and  work  history.    The  core  items  of  the  CBS  which  would 
;e  asked  each  round  include: 

(a)  Detailed  questions  about  the  respondent's  health  care 
utilization  since  the  last  interview,  including  hospital 
stays,  hospital  outpatient  care,  physician  visits,  home 
health  care,  drugs,  durable  medical  equipment,  and  other 
utilization  categories; 

(b)  The  reasons  for  each  utilization  episode; 

(c)  Expenditures  associated  with  each  episode  and  sources  of 
payment,  including  out-of-pocket  costs;  and 

(d)  Insurance  coverage. 

Supplements,     m  addition  to  the  core  items,  the  CBS  could 
use  supplements.    These  would  expand  the  scope  and  content  of 
the  survey  without  affecting  the  integrity  of  the  core 
questionnaire.    Supplements  would  enable  the  CBS  to  be 
responsive  to  legislative  and  programmatic  issues  and  proposed 
changes  in  a  rapid  and  flexible  manner.    These  supplements 
could  be  asked  either  annually  or  on  a  one-time  basis, 
(a)  The  CBS  is  proposed  to  field  the  following  supplements 
annually: 

o       Access  component  ©f  the  core  questionnaire  (see 
below) , 

o       Health  Status  and  Functioning  Supplement, 
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o       Income  and  Assets  Supplement, 

o       Cognitive  Functioning  and  Mental  Health  Supplements. 

(b)  Supplements  that  are  proposed  to  be  fielded  on  a  one-time 
basis  include: 

o       Informal  Support, 

o       Influenza  Vaccinations,  and 

o       Preventive  Services. 

(c)  Supplements  could  also  be  used  to  address: 

o       The  effect  of  working  and  work  history  on  the  need  for 

health  services  and  on  coverage; 
o       The  effect  of  income  and  wealth  on  health  insurance 
coverage  and  on  program  eligibility  under  various 
legislative  proposals; 
o       The  relationship  of  hospitalization  to  post-hospital 

outcomes  of  care,  cost,  and  utilization; 
o       The  state  of  beneficiary  knowledge  about  developments 
in  the  program  .and  the  effects  of  HCFA's  communication 
for  various  types  of  beneficiaries;  and 
o       Beneficiaries'  perceptions  of  physician  services 
provided  under  Medicare;  e.g.,  the  Medicare 
participating  physician  program  and  assignment  issues. 
SsHfidjUft.    CBS  is  proposed  to  begin  a  pilot  testing  of  data 
collection  in  September  1991.    A  first  round  of  the  survey 
could  begin  a  year  later,  and  would  consist  of  the  core 
questionnaire,  excluding  questions  on  cost  and  total  charges 
but  including  the  access  series  of  questions.    This  first  round 
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could  collect  data  from  September  1,  l992  to  December  31,  1M 
and  would  establish  the  respondent  reference  period  for  all 
subsequent  rounds . 

in  January  1993  the  second  round  could  be  scheduled 
begin  if  the  first  round  is  approved  and  is  implemented  as 
planned.    This  round  initiates  the  core  of  the  household 
questionnaire  (including  the  cost  and  charge  series)  ancf  the 
income  and  assets  supplement. 

Availability  of  CqIIp^h  n^-      CBS  is  designed  „  % 
computer-assisted  survey  in  which  responses  will  be  entered 
directly  into  the  computer  by  the  interviewer;  responses  in  or 
cycle  of  the  interview  become  questions  in  the  next  cycle  as 
interviewers  seek  further  information  about  care  reported  in 
earlier  cycles.    Thus,  information  from  a  cycle  must  be 
processed  by  the  beginning  of  the  next  cycle,  making  responses 
theoretically  available  for  analysis  no  more  than  4-6  months 
after  an  interview,  or  not  more  than  8  months  after  care  is 
provided.    Data  available  so  rapidly  will  not,  however,  be 
final  because  of  errors.    These  will  have  to  be  caught  and 
corrected  during  follow-up  in  the  next  cycle. 

Peer  Review  Organization  n»+» 

PROS  are  independently 'contracted  organizations  created  to 
monitor  and  assure  quality  of  care  for  Medicare  beneficiaries. 
PROS  use  both  billing  data,  which  are  currently  available  but 
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require  further  development  for  analysis,  and  an  expanded  data 
base  under  development  (including  the  UCDS)  that  contains  a 
broad  range  of  clinical  information  from  hospital  and  other 
patient  records. 

Uniform  Clinical  Data  Set.    The  UCDS  is  a  new  data 
collection  and  case  finding  system  that  has  beer  developed  by 
HCFA's  HSQB.    What  UCDS  does  is  to  collect  a  standard  set  of 
data  about  each  hospitalization,  subject  that  d„t*  to  an  expert 
system,  and  provide  to  the  physician  reviewer  a  case  summary 
that  reflects  the  specific  areas  which  are  being  questioned  and 
highlights  the  issues  that  need  to  be  addressed. 

This  data  system  will  allow  a  change  from  traditional  PRO 
review,  which  relates  more  to  the  individual  case  and  only  in  a 
general  way  to  the  broader  issues  of  clinical  concern  about  the 
appropriateness  of  the  medical  care  being  provided  (see 
Chapter  V  for  more  discussion  on  this  point). 

The  goal  of  a  UCDS-based  approach  is  to  select  cases  for 
physician  review  in  each  State  by  identical  standards,  thus 
eliminating  the  differences  in  PRO  review  results  attributable 
to  individual  nurse  judgment  and/or  locally  developed  screening 
criteria.    Further,  the  data  being  collected  can  be  matched  to 
other  Medicare  data  files  to  enable  detailed  longitudinal 
analyses  to  be  performed.    This  could  yield  information  about 
the  effectiveness  of  different  and  competing  medical 
interventions. 

Sfials..    The  UCDS  is  designed  to  be  interactive  and  usable 
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by  a  trained  abstractor  to  collect  data  from  a  patient's 
medical  record  utilizing  desktop  or  portable  computer  hardware. 
In  choosing  the  data  elements  for  collection  in  UCDS,  two 
primary  guidelines  will  be  used. 

First,  all  needed  elements  for  running  through  clinical" 
algorithms  must  be  identified  and  defined.    Additional  elements 
that  will  be  necessary  for  an  epidemiologic/longitudinal 
database  also  must  be  identified  and  included.    Data  describing 
diagnostic  and  therapeutic  interventior s ,  intermediate  and 
final  adverse  outcomes,  patient  severity  of  illness  at 
admission,  and  patent  status  will  also  be  included. 

Second,  the  total  number  of  elements  collected  for  each 
case  must  be  within  practical  limits  of  cost  and  data 
storage/processing.    A  generic,  rath«r  than  condition-specific, 
approach  will  be  taken.    That  is,  the  elements  eligible  for 
collection  will  not  vary  according  to  the  type  of  case. 
Instead,  what  will  be  included  are  a  combination  of  the 
likeliest  data  elements-  to  appear  in  the  medical  record  plus 
less  frequently  seen  elements,  but  important  for  particular 
types  of  cases.    Although  the  UCDS  will  include  1,600  elements, 
the  number  of  data  items  collected  for  each  case  will  likely 
vary  depending  upon  the  medical  condition.    On  average, 
250-300  elements  will  be  collected  per  case;  rarely  will  a  case 
involve  more  than  600  elements. 

Sample  and  Content.    The  PRO  system  now  monitors  a 
3  percent  random  sample  of  Medicare  discharges  from  all  PPS 
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hospitals  and  Maryland  hospitals  reviewed  by  the  pros.  The 
UCDS  sample  proposed  would  expand  the  random  sample  to 
10  percent  of  all  beneficiaries.    The  data  collected  from  the 
PRO  sample  include  both  risk  factors  and  in-hospital  outcomes 
of  care.    Data  in  the  following  categories  would  be  collected 
under  the  UCDS  approach: 

o       Administrative  infornuition; 
o       Sociodemographic  data, 
o       Admission  medication  history; 
o       History  of  permanent  .anatomic  changes; 
o       History  and  physical,  including  chronic  diseases; 
o       Laboratory  findings,  for  chemistry  and  blood  gases, 
hematology/urinalysis ,  microbiology, 
cytology/histology; 
o       Selected  diagnostic  tests; 
o       Endoscopic  procedures; 
o       Operative  episodes; 
o       Noninvasive  treatment  interventions; 
o       Hospital  course  (e.g.,  special  care  unit  stays);  and 
o       Patient  discharge  status. 

A  number,  of  items  also  are  collected  with  reference  to 
specific  periods  of  the  hospital  stay.    For  example,  data 
describing  the  condition  of  the  patient  at  admission  are  those 
collected  within  the  first  24  hours  of  the  stay  or 
preoperatively,  if  surgery  was  performed  in  the  first  24  hours. 
For  certain  lab  Cests  (e.g.,  cardiac  enzymes),  the  time  window 
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is  within  48  hours  of  admission. 

Timing.    Under  the  most  optimistic  scenario,  it  will  be 
3  years  (1994)  before  the  UCDS  data  base  will  include  uniform, 
nationwide  data. 

In  early  to  mid-calendar  year  of  1991,  HCFA  will  modify  the 
contracts  of  seven  PRCs  to  begin  implementation  of  phase  I  of 
the  transition  to  different  set  of  PRO  functions.    These  seven 
PROs  will  be  capturin-  ,  in  automated  formats,  complete  clinical 
information  for  a  6  percent  sample  of  hospital  admissions  in 
their  respective  States.    The  automated  expert  system  will 
identify  cases  needing  further  physician  review.    This  process 
will  become  the  basis  for  PRO  review.    Depending  upon  these 
"pilot"  results,  other  PRO  contracts  might  be  modified  to 
conduct  review  in  this  way. 

Simultaneously,  HCFA  is  developing  a  prototype  data 
management  and  analysis  infrastructure  —  including  both 
hardware  and  epidemiologic  software  —  for  PROs  to  use  in 
performing  the  more  sophisticated  analyses  of  variations  in  use 
and  outcome.    All  of  the  clinical  data  and  the  automated 
patient  information  from  the  hospital  record  will  be  retained 
and  merged  with  other  HCFA  data  for  PROs  to  use  in  assessing 
the  quality  of  care. 

Some  observers  are  hopeful  that  once  these  data  are 
available  and  when  coupled 'with  sophisticated  analytic 
techniques,  PRO  data  might  be  used  in  the  coming  years  to 
better  assess  the: 
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o       Risk  of  particular  outcomes  for  patients  wlt„  various 

clinical  conditions,  and 
o       Extent  to  whic*  those  outcomes  are  different  from  what 

would  have  been  expected  compared  to  the  nationaf 

experience  for  similar  patients. 

The  data  system  under  which  the  pros  will  work  „««■  „„i 

win  work  not  only  permits 

the  PROS  to  take  advantage  of  a  national  data  base  for 
comparative  <tudies,  but  also  allows  each  case  reviewed  by  the 
PROS  to  contribute  to  that  national  data  base. 

Medicare  Beneficiary  Health  s»«»„,  °^Mtn- 

The  Registry  is  a  proposed  longitudinal  data  base 
containing  information  formed  by  joining  health  status 
information  obtained  by  a  panel  survey  of  beneficiaries  and 
then  linked  with  HCFA's  administrative  files.    The  survey  will 
gather  previously  unavailable  information  regarding  the  health 
status  of  approximately  2  percent  of  the  elderly  as  they  enter 
the  Medicare  program  and  at  2  and  5  year  intervals  thereafter. 

Goals 

For  the  first  time,  there  could  be  information  about  the 
health  risks  and  conditions  of  each  new  Medicare  cohort 
permitting  better  projection  of  needs.    By  enrolling  successive 
cohorts  over  many  years,  changes  in  the  health  and  utilization 
of  new  entering  groups  can  be  monitored  over  time.  Through 
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repeated  survey  contact,  with  the  same  individuals  whu.  they 
«e  Medicare  beneficiaries,  the  progression  of  heaith  and 
disease  can  be  better  measured,  the  relationship  between  the 
Medicare  program  and  the  heaith  status  of  its  benef iciarie*  can 
be  more  ciosely  examined,  and  the  effectiveness  of  specific 
heaith  interventions  relative  to  chances  i„  health  statu,  can 
be  better  a„e„ed.    specific  go,l,  of  the  Registry  include: 
(1)  Measure  the  relationship  of  Medicare  reimbursed  services  to 

the  health  status  of  Medicare  beneficiaries; 
(J)  describe,  analyze,  and  understand  health  and  disease 

(duality  of  life,  well-being,  functional  status,  and  the 
prevalence,  incidence,  progression  of  illness  and  decline 
of  health)  longitudinally  in  succes.iv.  cohort,  of  Medicare 
beneficiaries; 

(3)  Assess/evaluate  the  effectiveness,  cost-effectiveness,  and 
impact  of  specific  medical  and  surgical  Intervention,  on 
health,  quality  of  life,  well-being,  and  functional  statu, 
of  Medicare  beneficiaries; 

(4)  Monitor  access  to  care  in  special  populations; 

(5)  .  Provide  a  detailed  sampling  frame  which  can  be  used  to 

select  highly  focused  and  efficient  samples  for  studies  of 
special  sub-groups  (e.g.,  minorities,  ESRD  beneficiaries, 
rural  old,  "old-old,"  and  others)  of  the  Registry  sample; 


and 


(6)  Develop  studies  of  cost  and  help  develop  more  equitable 
payment  adjustments  for  Health  Maintenance  Organizations, 
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•       Preferred  Provider  Organizations,  and  providers  in  rural 
areas . 

Content 

The  Registry  is  proposed  to  collect  information  in  five 
basic  areas: 

o  Risk  factors; 

o  Functional  status; 

o  Sociodemographic  variables; 

.  o  Medical  history;  and 

o  Quality  of  life. 

Deslqn/Developmoni- 

The  contract  to  develop  and  field  test  the  data  collection 
instrument  was  awarded  to  Research  Triangle  Institute  in  late 
1990.    Design  and  Field  Test  phases  are  each  anticipated  to 
require  a  minimum  of  1  year.     Implementation  of  the  Registry 
may  be  as  early  as  1994",  "depending  upon  available  funding, 
though  trend  data  would  not  be  available  until  the  latter  part 
of  this  decade. 

During  the  Design  Phase,  the  sampling  approach  and 
instrument  will  be  refined  and  developed.    Currently,  the 
proposed  design  calls  for  a  mailed  questionnaire  of  slightly 
more  than  40,000  Medicare  beneficiaries,  supplemented  by 
telephone  and  in-person  interviews.    During  the  early  years  of 
the  Registry,  a  Smaller  number  of  older  beneficiaries,  aged 
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™,  75,  80  and  85  wiU  be  added  to  the  ^  ^  ^  ^ 
provide  cross-sectional  i„formation  on  cu„ent 

The  R.gi,try  t.  being  und.rtaken          joiM  ..t7  - 

AHCPR  and  HCPA.     Sub3ect  t0  avauabuuy  of  pians 

for  the  survey  to  eventually  include  a  5  percent  sample  of 
Medicare  beneficiaries.    Tne  R9gl,try  ls  cu„ently  ^ 
developed,  but  it  will  not  be  known  £or  „verai  ^ 
the  R.,i,try  will  be  able  t0  gather  ^  ^  ^ 
of  sufficient  accuracy  to  satisfy  tn.  purpose  for  which  ^  ^ 
being  deveioped,  or  if  so,  at  what  cost.    Therefore,  no  fInal 

decision  has  yet  been  made  to  implement  the  Health  status 

Registry. 

Additional    n,>.  Sonrfa. 

in  addition,  several  other  data  source,  are  or  will  be 
available  for  monitoring  changes  as  they  relate  to  Medicare 
Part  B  service,,  and  some  notable  example,  ,hould  be  mentioned 
in  regard  to  the  atrategle,  and  objective,  discussed  in  this 
report . 


Health  Insurant  Master  rna 

This  file  provides  two  critical  pieces  of  information:  the 
date  of  death  for  all  beneficiaries  who  die,  and  the 
demographics  of  the  beneficiary  population  at  risk,  which  is 
vital  to  epidemiologic  studies  of  outcomes. 
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flQlKt  to  SilMian  Information  amn  BMMMMt 

TOthTTV  C°ntemP°"ry  "Uh  CWF  "CPA  i.  implement^, 

methods  ,or  accessin,  and  U3ing  lt,  0th9r  and  ^^^^  -  9 

of  -.«..  particular  claim,-b„ed  data.    PRISM  u  .  maj<jr 

information  resource  management  initiative  to  provide 

sophisticated  eiectronic  mechanisms  to  access  and       ,  , 

access  ana  manipulate 

Medicare  data  more  easily. 
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Chapter  III 

Measuring  and  Analyzing  Changes  in  Utilization  of  Service. 


This  chapter  describes  methodological  issues  in  monitoring 
the  growth  in  volume  and  intensity  of  Part  B  services'  under 
Medicare,  outlines  a  tracking  approach  that  can  provide  further 
information  as  the  OBRA  89  changes  and  subsequent  changes  are 
phased  in,  and  summarizes  several  major  research  studies  on 
growth  in  volume  and  intensity  of  services.    As  described  in 
Chapter  II,  over  the  last  few  years  HCFA  has  designed  and  has 
now  begun  to  put  in  place  a  set  of  data  acquisition  and 
information  management  systems  that  will  better  support  ongoing 
monitoring  of  the  impacts  of  program  changes  on  utilization, 
access,  appropriateness,  and  outcomes  of  care.  Nevertheless, 
even  with  improved  data,  • formidable  issues  remain  in 
identifying,  measuring  and  analyzing  these  changes. 


'  This  report  focuses  on  physician  services  paid  for  by 
Part  B  (Supplementary  Medical  Insurance)  of  Medicare. 
According  to  data  compiled  by  HCFA's  Bureau  of  Data  Management 
and  Strategy,  Part  B  payments  were  $34.6  billion  in  1989  ($24.8 
billion  in  1986);  physician  services  accounted  for  $23.0 
billion  ($16.6  in  1986),  outpatient  hospital  services  for  $5.9 
billion  ($5.0  in. 1986),  and  independent  labs  for  $1.1  billion 
($0.70  in  1986).  .  More  detailed  information  can  be  found  in 
Table  Q-14  of  the  Social  Security  Bulletin.  Volume  53,  Number 
12,  December  1990. 
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Major  Issues 

There  are  obvious  and  important  questions  about  the  impact 
of  the  OBRA  89  changes  on  utilization  of  services;  these 
include: 

o  What  will  happen  to  overall  volume  of  services? 
o       What  will  happen  to  volume  of  specific  types  of 

services,  such  as  primary  care  versus  surgical 

procedures? 

+       Will  the  use  of  services  for  which  payments  are 
increased  (such  as  visits  and  consultations)  or 
decreased  (such  as  specialized  technical 
procedures)  show  a  response  to  the  increase  or 
decrease  in  Medicare  payments  and  limits  on 
balance  billing? 

+       Will  changes  in  payment  and  balance 

billing/coinsurance  patterns  across  specialties 
and  geographic  areas  (e.g.,  states,  urban  and 
rural  areas)  result  in  changes  in  utilization 
patterns? 

o       What  will  happen  to  the  volume  and  mix  of  services  in 
areas  that  experience  the  largest  increases  or 
decreases  in  Medicare  payments  and/or  balance 
billing/coinsurance  amounts? 

o       What  will  happen  to  utilization  of  services  in  the 
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aggregate  and  for  specific  types  of  services,  for 
special  population  groups  (e.g.,  more  elderly 
beneficiaries, ^disabled  or  ESRD  beneficiaries, 
minorities)?  a.^. 

o       Will  the  overall  levels  in  use  (and  cost)  of  services 
increase,  decrease,  or  remain  unchanged  as  the 
statutory  changes  are  implemented? 

Longer  Term 

Beyond  observing  these  specific  but  straightforward 
statistical  trends,  there  are  a  set  of  longer-range  research 
issues,  such  as: 

o       To  what  extent  does  procedure  growth  reflect  demand 
factors  such  as  patient  needs  and  preferences,  and  to 
what  extent  does  growth  reflect  supply  factors  such  as 
physician  availability  and  presence  of  facilities? 

o       How  do  physicians  and  patients  change  their  behavior, 
both  in  the  short  and  in  the  long  run,  in  response  to 
changes  in  payments  and  liabilities?    For  example, 
will  beneficiaries'  use  of  services  change  when  their 
out-of-pocket  costs  are  reduced  by  balance  billing 
limits? 

o       What  are  the  growth  cycles  of  different  kinds  of 

procedures?    Do  some  procedures  have  a  self-limited 
cycle  of  growth  (e.g.,  are  used  only  in  limited,  well- 
defined  circumstances)? 
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To  what  extent  is  growth  in  services  medically 
appropriate?    Increases  in  levels  of  services  may  be 
appropriate,  for  example,  if  they  represent  new  and 
clearly  beneficial  technology;  increases  could  a-Uo 
represent  proliferation  of  services  whose  1 
effectiveness  is  uncertain. 


Analytic  Framework- 


in  the  past,  because  of  data  limitations,  the  Department 
has  measured  aggregate  growth  in  utilization  as  a  residual 
after  subtracting  or  "netting  out"  two  components  from  overall 
growth  in  outlays:  (a)  the  part  of  growth  that  appears  to  be 
attributable  to  increase  in  the  number  of  beneficiaries,  and 
(b)  the  part  of  growth  that  appears  to  be  attributable  to 
adjustments  for  inflation.    The  remaining  "residual"  roughly 
represents  increase  in  the  volume  and  intensity  of  services  per 
beneficiary.    However,  this  approach  gives  no  information  as  to 
the  composition  of  the  growth  in  services. 

The  development  of  new  data  systems  promises  more  timely 
and  more  detailed  identification  and  tracking  of  changes  in 
level,  of  use  and  patterns  of  care.    Similarly,  more 
sophisticated  analyses  that  build  upon  descriptive  statistics 
should  be  possible.    However,  even  with  improved  data,  major 
conceptual  problems  remain  in  making  comparisons  over  time  and 
interpreting  patterns. 
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Identifying  P«^orns  and  Tr^nrfc 

Over  the  next  several  years,  new  data  sources  and  systems 

(described  in  more  detail  in  Chapter  II,  can  begin  to  allow 
more  complete  and  more  timely  information  on  benef iciariesT 
services,  and  provider  behavior.    Descriptive  statistics  can  be 
used  to  identify,  observe,  and  tracx  utilisation  trends  and 
potential  changes  in  patterns  of  care  that  say  signal  important 
implications  for  policy.    The  Department  pans  to  monitor 
trends  and  patterns  in  utilization  in  the  aggregate,  but  also 
for: 

o       Various  types  of  services  and  procedures  —  in 

different  settings  and  across  geographic  areas  (e.g., 
State,  urban  and  rural  areas), 
o       Areas  or  procedures  that  experience  the  largest 
changes  in  Medicare  payments  and/or  beneficiary 
balance  billing/coinsurance, 
o       Beneficiary  characteristics  (e.g.,  age,  sex,  race, 

disability/ESRD  status),  and 
o       Provider  characteristics  (e.g.,  specialty). 
Future  reports  might  present,  for  example,  annual  utilization 
statistics  and  tabulations  across  three  potentially  significant 
dimensions:  population  (beneficiaries),  providers,  and 
procedures .  * 

Populatlon/Beneflciarv  character*  Regarding 
geographic  areas -and  populations,  the  statement  of  managers  for 
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OBRA  89  suggests  that  the  Secretary  monitor  "services  by  state 
[and]  utilization  of  services  in  health  manpower  shortage 
areas. »>    Further  analysis  of  groups  of  beneficiaries  might 
yield  some  insight  into  factors  that  drive  use  of  care,  aoeess 
barriers,  and  whether  types  of  services  are  concentrated  in 
some  way.    For  example,  utilization  data  could  be  developed  for 
populations  of  special  interest,  iuch  as  beneficiaries  in  rural 
areas,  minorities,  and  the  disable!  and  ESRD  beneficiaries. 

£loviders.    Examination  of  the  experience  of  individual 
providers  and  groups  of  providers  is  one  approach  to  better 
understanding  providers'  behavioral  responses  to  changes  in 
payments.    Analysis  might  also  clarify  whether  changes  in 
utilization  occur  generally  or  whether  they  are  attributable  to 
small  groups  of  providers  or  unusual  practice  patterns. 

£t2Cfidjires.     Regarding  procedures,  the  OBRA  89  statement  of 
managers  suggests  that  monitoring  should  track  "surgical 
procedures,  nonsurgical  procedures,  emergency  services,  mental 
health  services,  specific'  frequently  performed  services, 
specific  services  for  which  medical  practice  guidelines  are 
available,...  and  other  categories  or  specific  services  the 
Secretary  determines  appropriate."    Monitoring  and  specifying 
trends  in  use  of  individual  procedures  can  portray  (albeit 
retrospectively)  the  life  cycle  of  procedures,  and  perhaps 
identify  in  a  very  preliminary  way  specific  procedures  for 
which  utilization  review  may  be  warranted  after  further  study. 
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Interpreting  P»»»erna  anri 

Measuring  change  in  use  of  services  requires  measurements 
that  are  consistent  over- time  in  order  to  distinguish  change  i 
services  rendered  from  change  in  the  claims  processing  and 
reporting  system,.    This  distinction  is  especially  difficult 
because  the  data  systems  that  record  Part  B  services  have  been 
(and  continue  to  be)  evolving  and  improving  rapidly  over  the 
past  decade;  for  example: 

o       This  year  (1991)  will  be  the  first  complete  year  under 
the  NCH  data  file  described  in  Chapter  II;  thus 
comparisons  to  prior  years  will  be  incomplete; 
o       The  MFS  will  not  be  implemented  until  1992.  Thus, 

changes  and  impacts  deriving  from  the  fee  schedule  are 
unlikely  to  be  available  until  the  1993  Annual  Report, 
and  sketchy  then; 
o       HCFA  will  attempt  to  examine  the  impact  of  the  1991 
Medicare  payment  reductions  (from  OBRA  90)  and  1991 
balance  billing  -limits .    However,  the  phase-in  of  the 
NCH  will  make  national  comparisons  problematic. 
Over  the  longer  term,  questions  posed  in  the  first  section 
of  this  chapter  might  point  to  development  of  not  only 
aggregate  utilization  and  trends,  but  also  closer  examination 
of  pattern,  relating  to  utilization  by  characteristics  of 
beneficiaries,  types  of  services  and  procedures,  and  by 
characteristics  of  providers. 
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Linking  theory  and  concepts  of  utilization,  development  of 
meaningful  measures,  and  availability  of  timely  data  are-*ey  to 
any  examination  or  strategy  in  monitoring  and  interpreting 
change.    HCFA  and  the  Department  have  made  enormous  progress 
ov.r  the  last  decade  and  continue  to  improve  and  refine  data 
measures  and  collection  activities  given  available  information 
technology;  not  surprisingly,  however,  obstacles  remain. 

Continuous  refinements  in  the  data  system,  for  example, 
eliminate  previous  sources  of  error  but  also  disrupt  the  time 
aeries  that  are  necessary  for  measuring  change.  More 
specifically,  standardization  of  definitions  of  surgical  global 
fees  and  reducing  the  use  of  local  codes  and  modifiers  are 
examples  of  data  elements  that  will  change  and,  in  turn,  create 
apparent  changes  in  medical  practices  that  are  entirely  data 
artifact.    Adjustment  for  many  of  these  discontinuities  is 
theoretically  possible/but  both  identification  and  correction 
ar.  labor-intensive  and  may  not  be  practical  or  possible  under 
current  budgetary  constraints. 

A  second  obstacle  relates  to  the  fact  that  there  are 
approximately  7,000  HCPCS  codes  for  medical  procedures  and 
thousands  more  when  modifiers  are  counted.    Thus,  a  table  that 
-imply  presented  changes  in  the  use  of  each  possible  procedure 
code  over  time  would  be  overwhelming.    However,  because 
relatively  few  codes  are  used  by  physicians  for  most  care  for 
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Medicare  beneficiaries  (e.g.,  the  100  codes  mogt  ^  ^  ^ 
Physicians  account  for  about  70  percent  of  all  charge 
experience),  consolidation  is  possible  and  can  be  useful. 
Additional  ways  of  consolidating  counts  of  procedures 
them  more  interpretable  include  use  of: 

o       Relative  value  scales  -  the  resource-based  or  charge- 
based  relative  value  scale  could  be  used; 
o       Functional  categories  -  treating  various  functional 
categories  such  as  office  visits  as  a  related  set 
could  provide  some  initial  identification  of 
utilization  shifts  toward  visits, 
o       Clinical  categories  -  analysis  of  certain  services 
which  have  related  clinical  purposes,  or  which  may 
serve  as  substitutes  for  one  another  (e.g.,  a  kidney 
stone  may  be  treated  through  open  surgery, 
extracorporeal  shock-wave  lithotripsy,  or  endoscopic 
removal)  could  provide  insight  on  changes  in  use  of 
any  of  these  services. 
HCFA  is  conducting  intramural  research  and  supporting 
extramural  research  to  develop  better  analytic  categories. 

Ultimately  attributing  changes  to  causes,  however,  will  be 
a  complex  task.  An  important  goal  of  the  analyses  mandated  by 
OBRA  89  is  clearly  determining  the  effects  of  program  changes. 
Attributing  changes  in  utilization  to  specific  program  changes 
will  be  difficult,  though,  for  at  least  two  reasons: 
(1)  Timeframes.  -Although  it  is  easy  to  identify  the  moment 


when  a  Medicare  program  change  becomes  operational, 
identifying  the  time  at  which  it  affects  patient  and 
Physician  behavior  may  prove  much  more  difficult.  For 
example,  many  of  the  payment  changes  under  the  MFS  actually 
started  with  "overpriced  procedure"  cuts  in  OBRA  87  and 
OBRA  88  and  will  be  phased  in  during  a  transition  period 
extending  into  the  mid-1990s,-  Conversely,  physicians  may 
respond  to  expected  changes  rather  than  reacting  on  the  day 
changes  occur;  in  extreme  cases,  the  actual  change  may  fall 
short  of  the  expectation  and  the  response  to  the  actual 
change  may  be  the  reverse  of  that  expected. 

(2)  mttaU  *nd  caflauaans  Qmaas    The  world  of  Part  a 

services  is  changing  in  many  ways  at  once,  and 
disentangling  causes  will  be,  at  best,  very  difficult. 
Although  changes  will  be  different  for  different  groups  of 
Physicians  and  payments,  making  multivariate  analysis 
possible,  a  very  large  number  of  possibly  causal  events 
will  be  occurring  a*,  roughly  the  same  time,  including: 
o       Within  Medicare,  the  MFS,  MVPS,  and  balance-billing 
limits; 

o       In  the  general  health  care  sector,  changes  in  the 
relations  of  physicians  to  hospitals,  shifts  in  the 
policies  of  other  insurers,  and  developments  in  health 
care  technology;  ,. 

o       In  the  general  economy,  changes  in  the  ability  of 
beneficiaries  to  pay  out-of-pocket  costs  and  of 
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physicians  to  do  without  Medicare  income. 
Thu,,  de.pite  the  importance  o,  the  i„uea,  cauaai  concluslons 
may  be  difficult  to  establish. 


Current  Research 


There  are  several  major  HCFA-funded  studies  in  progress  on 
changes  in  utilization  of  Medicare  services  in  recent  years. 
Final  reports  on  these  studies  may  be  available  by  late  1991, 
but  only  preliminary  findings  are  available  at  the  time  of 
writing.    We  will  therefore  report  only  illustrative  examples 
of  the  preliminary  results  available.    Preliminary  results 
further  highlight  a  number  of  methodologic  and  data  limitations 
that  emerge  in  the  course  of  analysis. 

growth  m  Phynnan  ^lrn„  (Laguna  Research  Associates, 
Nelda  Will,  principal  investigator,.    This  study  examines 
growth  in  physician  services  from  1986  to  1988,  principally 
through  analysis  of  thej'BMAD  procedure  file  but  with  some 
analysis  of  the  BMAD  provider  file.    McCall  and  colleagues  also 
used  an  expansion  of  the  Florida  relative  value  scale  to 
consolidate  counts  of  different  types  of  procedures. 
Concerning  data  they  found  that: 

o       Large  intra-State  variations  in  provider  data  over 
time  which  suggests  the  provider  file  does  not 
represent  a  consistent  sampling  pattern  from  1986  to 
1988,  and  therefore  cannot  be  used  to  describe  changes 
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in  services  rendered  by  typical  providers  during  that 
period. 

O       Large  variations  among  carriers  in  use  of  modifiers 
and  local  codes  makes  consolidation  of  data  acres* 
States  very  difficult  for  many  categories  of  service. 
Nevertheless,  McCall  was  able  to  show  some  striking  patterns 
that  may  hold  up  for  the  final  report; 

o       Growth  in  services  per  beneficiary  and  in  allowed 
charges  vary  so  widely  among  carriers  that 
generalizations  seem  very  risky.    From  1986  to  1988, 
among  the  10  largest  carriers,  growth  in  services  per 
beneficiary  ranged  from  -5.8  percent  in  Pennsylvania 
to  +49.6  percent  in  Florida,  while  growth  in  allowed 
charges  ranged  from  8.6  percent  in  Pennsylvania  to 
58.2  percent  in  Florida, 
o       For  each  of  4  major  categories  of  service  (medical, 
surgical,  radiologic,  and  laboratory)  about  20 
procedures  account  for  about  half  of  services,  half  of 
allowed  charges,  and  half  of  growth  in  outlays. 
(Thus,  as  already  noted,  indications  for  a  limited 
number  of  procedures  might  be  used  to  identify  and 
monitor  a  large  part  of  Medicare's  cost  and  growth.) 
o       Increases  in  the  average  coded  intensity  of  hospital 
and  office  visits » ( intensity  creep)  accounted  for 
roughly  a  1  percent  increase  in  Medicare  outlays  over 
the  2  years;  increases  in  payments  for  the  same 
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service,  (inflation,  and  i„  number  of  ^ 

growth)  accounted  for  about  10  times  as  m.^K 

u  tAraes  as  much  growth  in 

outlays. 

nation,  Diffusion,  and  Suhsfitutinn  nf  «^yTecnm>1  nt 
£rocedures:  (Health  Economics  Research,  Janet  Mitchell 
principal  investigator).    This  study  examines  the  use  of  three 
new  high-tech  procedures:  percutaneous  transluminal  coronary 
angioplasty,  magnetic  resonance  imaging,  and  extracorporeal 
shock  wave  lithotripsy  (ESWL).    Mitchell  et  al.  describe  the 
growth  in  use  of  these  procedures,  the  diffusion  of  their  use 
into  different  geographic  and  population  groups,  and  the  extent 
to  which  they  complement  or  replace  three  established 
procedures  (coronary  artery  bypass  grafting,  computerized  axial 
tomography,  and  surgical  removal  of  urinary  stones).  They 
studied  the  1985-1988  period  using  data  from  the  BMAD 
beneficiary  file  and  from  a  file  of  all  Medicare  claims  from 
12  States. 

Preliminary  results' indicate  that: 

o       The  newer  procedures  did  not  "replace"  the  older 

procedures  as  substitutes  in  the  usual  sense:  rates 
for  both  new  and  old  procedures  grew  throughout  the 
period  of  study. 

o       The  tendency  of  procedures  to  "plateau"  in  terms  of 
utilization  is  quite  variable.    ESWL  did  plateau,  but 
all  other  procedures,  including  surgical  removal  of 
stones, 'continued  to  grow. 
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o       Procedure,  do  »diff„....  ln  the  ^  ^ 

percentage  growth  rate  is  higher  in  areas  with 
initially  low  rates  of  use. 
o       Percentage  differences  between  areas  with  initio 
low  and  high  rate,  for  a  procedure  tend  to  decrease 
with  time. 

Differences  in  utilization  by  sex  and  race  also  tend  to 
decrease  over  time,  but  the  decreases  are  not  consistent. 

Empirical  Foundation,  of  Phv.„.,,„  Volllnl.  ..^p..^ 
SiSffijifds:  (Urban  institute,  John  Holohan  principal 
investigator) .    The  purpose  of  this  study  was  to  establish 
better  understanding  of  geographic  variation,  in  rate,  of 
growth  in  physician  service,  in  order  to  lay  a  foundation  for 
po..ibie  state  or  regional  volume-performance  atandard,.  The 
objective  wa,  to  und.r,tand  factor,  that  influence  the,, 
variation,.    Holohan  and  colleagues  examined  the  BMAD  procedure 
file,  from  1985  to  1988  and  developed  cat.gorie,  of  clinically- 
related  .ervlce,  in  order  to  track  the  component,  of  growth. 

Only  preliminary  re.ult,  are  available  from  thi,  ,tudy. 
They  .trongly  confirm  McCall's  findln9a  o£  wid.  iltUime„ 
both  .pending  rate,  and  growth  rate,  among  carrier,.  The 
project  will  .1,0  examine  factor,  that  may  predict  or  explain 
the,,  varying  rat..,  but  even  preliminary  report,  ar.  not  yet 
available.  ' 

EOYiiclan  Resoon..  f„  p,.-  ->1n-  (Health  Economic. 
Research:  Janet  Mitchell,  principal  inve.tig.tor) .    The  purpose 
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o<  Oi.  study  t.  t0  4nalyj9  changea  ln  ^        ^        obra  ^ 

»  overpriced  procedure,.    specifically,  three  niln  4naly„s 
will  be  undertaken: 

o       C...  studies  for  eech  of  the  overpriced  procedure, 
analyzing  changes  over  the  past  few  years  in  the 
diffusion  of  the  technologies  and  in  their  cli„ieal 
applications; 

o       Descriptive  analysis  of  the  utilization  of  the 

overpriced  procedures  from  1985  through  1989  (that  is, 
both  pre-  and  post-  OBRA  87  legislation)  using  an 
U-State  100  percent  claims  data  base;  and 
o       A  descriptive  analysis  of  trends  in  episodes-of-care 
at  the  beneficiary  level;  this  analysis  will  attempt 
to  identify  changes  in  the  provision  of  related 
medical/surgical  services  which  the  physician  may 
alter  in  response  to  the  fee  reductions. 
Preliminary  results  are  not  expected  until  late  1991  or  early 
1992. 


Future  work. 


These  preliminary  results  indicate  clearly  that  substantial 
further  work  will  be  necessary  in  order  to  be  confident  of 
evidence  on  pattern,  of  growth.    Preliminary  result,  are  only 
suggestive  of  pattern,  of  finding,  that  might  provide  better 
understanding  of -how  the  use  of  medical  service,  grow.. 
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Substantial  obstacles  are  apparent.    At  the  most  basic  level, 
little  is  understood  and  conceptual  models  poorly  developed 
regarding  physicians  and  service  mix,  adoption  of  new 
technologies,  and  billing  and  income.    Secondly,  once  theory  is 
better  developed,  useful  measures  must  be  defined  and  data 
consistently  collected  to  assess  changes.    These  limitations 
clearly  point  to  ongoing  difficulties  in  sorting  out  issues  or 
cause  and  effect. 

Until  basic  research  on  effectiveness  and  physician 
behavior  is  advanced,  activities  over  the  next  several  years 
will  focus  on  improving  the  reliability  of  current  data 
elements,  defining  basic  trends  that  lie  behind  the  data,  and 
developing  a  long-term  research  agenda  for  developing  some 
improved  evidence  as  to  why  growth  is  taking  place. 
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Chapter  IV 

during  and  A„aly2lng  changes  ^  Accesa  ^  ^ 

Acc...  „  hMlth  c„9  CM  be  m  ^  ^ 

or  ,y,tem.related  charact.ri«i„  ^  ^ 

'  ~  C°nC9Pt  °'  ~  "  -«-t  -ot 

.«==«..    s.ver4l  rMMrchers  hav>  attempud  ^  ^ 
to  ear.  by  m0d.ling  lts  various  di,».„sions. 

Malor  TfiQi^., 

<        Nit.  efforts  to  more  precisely  define  access  and 

quantify  its  existence  and  impact  on  health 

K         n  neaitn  status,  OBRA  89 
-i**  nav.  ,„b.t.„ti4l  Impact  on  th.  ac=.„  of  Medlc4„ 

b*M"Clarl"  "  »»  P«t..tl.l  effe=ta,  how.v.r,  ot 

OBRA  89  on  accaaa  ar.  co»pl.x  snd  «. 

predict. 

"nil.  aoo...  i.  .  dlfflcult  eoncept  ^  quanufy  (and 

corra.pondingly  oprationaliz.  agalnat)  ,.v.r.i  - 

yaxuat;  several  measures  might 

b.  con.id.rad  initially.    Th...  lnclud#! 

o       Th.  ,„lvmmt  raf/partieipation  rat.  of  phyaician,, 
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o       Beneficiary  out-of-pocket  expenses. 

These  are  measures  that  reiate  to  beneficiary  flnanciai  ability 
to  obtain  care. 

The  monitoring  of  these  measures  coincides  with  a 
requirement  under  a  separate  charge  of  the  OBRA  89  legislation. 
Section  1848(g)(6)(A)  addition  to  the  .Social  Security  Act 
requires  the  Secretary  to  monitor: 

"(1)  the  actual  charges  on  nonpartlcipating  physicians  for 
physician  services  furnished  on  or  after  January  1, 
1991  under  [Part  B],  and 
di)    changes  (by  specialty,  type  of  service,  and  geographic 
area)  in  (I)  the  proportion  of  expenditures  for 
physician  services  provided  under  Part  B  by 
participating  physicians,  (ii)  the  proportion  of 
expenditures  for  such  services  for  which  payment  is 
made  under  [Part  B]  on  an  assignment  basis,  and  (in, 
the  amounts  charged  above  the  recognized  payment 
amounts  under  [Part  B]." 
The  Department  plans  to  monitor  changes  in  access  using 
(where  applicable,  these  measures  along  with  several  important 
dimensions  mentioned  above  by: 
o       Geographic  area, 
o       Type  of  service, 

o       Characteristics  of  beneficiaries  and  areas  where  there 
is  greatest  change  in  fees  and/or  balance  billing 
limits.  " 
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^dieting  Phys,rMn  ^mM^^^^n^^^^ 
Changes 

The  Mrs         t.nd  t0  lncrease  payments  (er  some  of 
service,  and  Urease  those  for  other  Kind..    The  MFS  uU1  alao 
generaliy  increase  payments  in  some  geographic  areas  and 
decrease  them  in  others,    m  addition,  the  MFS  changes  the 
amount  physicians  may  bill  the  patient  when  assignment  is  not 
accepted.  OBRA  89  iimits  balance  billing.  £or  nonparticipating 
providers  to  125  percent,"  120  percent,  and  U5  p.rcent  o£ 
Medicare  fees  in  mi,  1992,  and  1993  respectively. 

Available  evidence  regarding  responses  of  providers  to 
these  changes  is  limited  for  the  most  part  to  responses  in 
decreases  in  fees  and/or  balance  billing,,  and  i8  llmlted 
further  by  problem,  of  underlying  theory  related  to  physician 
behavior  and  goal,.'    For  example,  there  i,  di,agre.ment 
whether  increase,  in  payment,  for  vi.it,  win  lead  to  a  greater 
number  of  visits  or  more' time  with  each  patient  per  visit. 
Prediction,  of  re,po„,e  are  further  complicated  because  the 
short-run  response  may  be  very  different  from  the  long-run 
response  (for  example,  physician,  in  a  ,urgi=al  specialty  would 
worx  harder  to  off.et  decrease,  in  payment,  in  the  short  run, 
but  fewer  physician,  might  enter  the  specialty  in  the  long 
run) .  ». 


management  services 
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Physician  behaviors  0£  Opting  asslgrment  ^  enrouoent  as 
Participate,  physician,    PhysicUns  dQ  ^  ^ 

bill  patents  for  the  balance  of  their  charge  physicians 

might  respond  to  the  new  nm<*.  t 

h,ltl  in  "-"""on  with  fee  changes 
either  by  accepting  assignment  (thus  making  care  more 

accessible,  or  by  avoiding  Medicare  patients  (creating  an 
access  barrier, .    For  example,  win  changes  l„  effective 
payments,  either  related  to  fees  or  balance  biuin,  limits 
discourage  participation  and  assignment?    Or  correspondingly 
will  the  competition  within  specific  specialties  or  the 
relative  share  of  Medicare  patients  (e.g.,  ophthalmology, 
counterbalance  any  incentives  to  provide  care  to  fewer  Medicare 
beneficiaries? 


Predict^  penef,.,arv  n  

Changes 

The  response  to  change,  in  Medicare  fees  and  balance 
billing  limits  on  the  part  of  beneficiaries  is  equally 
difficult  to  predict.    Balance  billing  limits  will  i0„er 
beneficiary  out-of-pocket  expenses  but  increases  in  some  fee, 
(e.g.,  office  visits,  would  also  raise  beneficiary  coinsurance 
While  the  former  could  increase  access  to  services,  the  latter 
could  also  discourage  access  to  care. 

There  is  some"limited  evidence  that  use  of  services  is 
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inversely  related  to  levels  of  out-of-pocket  costs.    By  far  the 
best  study  to  date,  however,  was  less  than  direct  in  its 
lessons  for  beneficiaries  under  the  provisions  of  Physician 
Payment  Reform.    The  Rand  Health  Insurance  Study4  indicated 
that  increased  cost  sharing  may  discourage  initial  use  of 
services,  but  did  not  necessarily  change  overall  levels  of 
service  use  or  subsequent  health  status.    However,  the  Rand 
study  excluded  Medicare  beneficiaries. 

Only  about  20  percent  of  beneficiaries  pay  their 
coinsurance  out  of  pocket.     It  is  unclear  whether  changes  in 
coinsurance  will  change  the  initial  readiness  of  these 
beneficiaries  to  make  office  visits.     Supply  effects  or  even 
induced  demand  by  providers  due  to  increased  fees  must  also  be 
taken  into  account  when  attempting  to  assess  changes. 

About  75  percent  of  aged  Medicare  beneficiaries  have 
supplemental  private  insurance.'    This  insurance  is  generally  a 
"Medigap"  policy  that  pays  the  Medicare  deductible  and 
coinsurance  but  less  often  covers  balance  billing.    With  the 
new  limitations  on  balance  billing,  such  billing  becomes  a  more 
insurable  risk,  and  many  Medigap  policies  may  expand  to  fill 
it.    To  the  extent  that  this  happens,  Medigap  premiums  may  rise 
while  financial  barriers  to  individual  services  fall;  the 
overall  impact  on  access  to  and  use  of  care  is  (again) 
difficult  to  predict. 
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Measure  of  Arrfaec 


in  monitoring  access  to  care  the  0epartment  c4n  ^ 
««.r.nt  definitions  of  access.    The  (lrst< 
straightforward,  financiaj  aspects  ^ 

to  =are;  thl,  ls  dlscussed  ln  some  above  ^ 

two  are  more  tenuous  in  d.tlnltiQn  and  ^  ^  ^ 
-re  traditional  of  these  two  focuses  on  the  nature  ana 
Province  of  barrier,  to  securing  care;  the  second,  which  ls 
»=re  oriented  to  outco.es,  focuses  on  whether 

receive  medically  necessary  services     «h<i.  . 

'  s"vlc«-    While  important,  both 

«e  longer  term  In  usefulness  for  policy  purposes. 

Prevalence  nf  p^n-,- 

The  proposed  CBS  „.e  Chapter  II  and  discussion  below, 
would  provide  the  major  source  of  infection  for  directly 
examining  the  nature  and  prevalence  of  barriers  to  access  it 
would  collect  data  on  wither  beneficiaries  experience  barriers 
while  seeking  care. 

Necessary  Care 

The  raceipt  of  necessary  care  could  be  studied  through  a 
variety  o,  anaiy.e.  0f  claims  data  ,  see  following  section  of 
this  chapter,,  the  us.  of  the  proposed  Medicare  Registry  (see 
Chapter  II,,  and  through  longer-term  research  „e.  following 
section,.    These  epproaches  and  processes  may  also  provide 
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limited  and  indirect  evidence  regarding  access  barriers 
Monitoring  of  receipt  of  services  defined  by  cU„lcians  as 
"necessary  as  part  of  the  study  of  access  to  care  can 
complement  the  study  of  the  appropriateness  of  services 
rendered  (described  in  Chapter  V). 

access  Measurement  <„        ,   nrm  f[|  |  >1±_m^ 

The  CBS  wouid  provide  the  first  assessment  of  access  to 
care  focused  on  the  Medicare  population.    The  first  round  of 
CBS  wouid  inciude  the  access  series  of  questions  (about 
providers  and  usual  source  of  care),  and  further  access 
questions  would  be  asfced  of  each  respondent  reporting  a  doctor 
hospital  outpatient,  or  emergency  room  visit.     In  4ddltlon,  the 
Health  status  and  Functioning  Supplement  could  contain 
guestions  that  are  related  to  and  supportive  of  the  access 
series .    The  access  series  and  the  Health  status  and 
Functioning  Supplement  could  be  repeated  each  Fall. 
Access  uem„.    Tne  acc  rles 

information  on: 

o       Usual  source  of  care:  place  and  physician.  Including 

type  of  specialist; 
o       Barriers  to  care; 

Specific  condition  that  necessitated  care; 
Reasons  for  delaying  or  not  obtaining  care; 
Availability  of  physicians  accepting  assignment; 


o 
o 
o 


o       Travel  time  to  provider; 
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o 
o 
o 
o 


"aittng  time  for  an  appointment; 

Waiting  tim  in  the  office  or  clinic,- 
Length  of  visit  (time); 

-•-  -"ion.  about  heneficiarles  ^  „f 
the  Medicare  program;  and 

0       Satisfaction  with  fh»  _ 

ltn  the  "re  provided. 

P-Wiph ,  rs^nd_Mejsures^weed  Th» 
and  the  HeaTuTsT^ "  ques"°nnalre 
Heaith  status  and  Functioning  Suppiement  would  coiiect 
otmation  that  couid  be  usefui  in  analy,i„g  the  access  oe 
eideriy  to  health  care.    These  include: 

Sociodemographio  information:  age.  gender,  race 
education,  and  living  arrangements; 
Financial  information,  including  income; 
insurance,  i„ciudIn9  th.  ^ 

insurance; 

Perceived  need  for  hean-h  „. 

ior  nealth  care,  including  self- 
-ported  statuS(  reporting  ^  ^ 

conditions,  and  reporting  of  restricted  social  role 
days ; 

Utilization  information,  including  nunber  0( 
beneficiaries  with  a  visit,  number  of  visit,  to 
emergency  rooms,  doctors,  outpatient  hospitals  and 
hospital,,  use  of  selected  specialty  and  surgical 
■ervlces,  and  time  elapsed  since  the  last  visit; 

Analysis  of  use  by  levels  r>f 

Y    SVelS  °f  care:  Primary,  secondary 
and  tertiary  levels  of  care. 


o 

o 
o 


IV-8 


Clinically 


-Defined 


Necessary  servirPQ 


Although  claims  data  provide  insufficient  clinical  detail 
to  support  strong  inferences  regarding  access  to  care  for 
individual  episodes,  carefully  fitting  together  patterns  of 
claims  can  provide  signals  about  potential  needs  and  actual 
services.     Both  cross-sectional  and  longitudinal  studies  of 
claims  data  can  provide  significant  clues  to  possible  access 
problems . 


The  Medicare  Hospital  Procedures  st-nrty 

A  straightforward  example  of  analyzing  claims  data  to 
provide  inferences  about  access  is  the  approach  used  in  the 
hospital  procedures  analysis  of  the  Medicare  hospitalization 
data  analysis.6    This  is  a  cross-sectional  study  using  data  on 
hospitalizations  in  198^87  to  determine  frequency  of  eight 
procedures  for  various  age,  geographic,  and  racial 
subpopulations  of  Medicare  beneficiaries. 

This  study  is  only  cross-sectional:  it  provides  no 
information  on  trends.    Nevertheless,  it  clearly  demonstrates 
differences  in  levels  of  service  for  beneficiaries  living  in 
urban  and  rural  areas  and  differences  in  frequencies  of 
procedures  for  black  and  white  beneficiaries.    Taken  by 
themselves,  these  data  are  not  definitive:  they  do  not  adjust 
for  possible  differences  in  need  and  they  reveal  nothing  about 
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what  level  of  service  is  correct 

correct  for  each  procedure. 

:;,rth;lMS'  these  —  -  —  «  —ant  foundation 

differences  widen  or  narrow  over  time  Far- 
Mni„.  .  ime-     For  example,  there 

o  d  be  reason  for  concern  it  introducuon  o£  ^ 

o    owed  by  uld.nlng  o£  biack_whue  ^^^^  ^ 
differences;  by  contrast,  if  thesB-  dl£ferences  Mrroww 

had  achieved  some  positive  goals. 

More  recently,  m..  Research  Center  ^  ^ 
record  ttat  observing  disparities  in  atUiMtion  ^ 
various  groups  ot  beneficiaries  at  a  point  i„  time  -  whether 
across  geographic  areas  or  across  beneficiary  characteristics 
such  as  race  -  couid  be  indicative  of  lac*  of  access  for  the 
lower  use  groups  as  well  a,  inappropriate  overuse  for  the 
higher  use  groups.'    or/the  underlying  need  for  the  service 
could  vary  for  the  groups,  maHn,  lt  concelvable  th„  ^ 
9roup  i,  actually  receiving  the  appropriate  level  of  service 
even  though  the  utilization  rate  is  different  for  each  group 
There  could  even  b.  some  access  problems  within  the  higher  use 
9roup,  (e.g.,  lower  access  for  inner-city  residents  combined 
with  high  utilization  for  other  residents  of  the  metropolitan 
area,    and  inappropriate  utilization  (either  over-  or  under- 
us.)  among  subpopulatlon,  of  the  low-u,e  groups.  While 
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«  orrng  across.group  variation  ^  rates 

whlch  of  the  —  — °     it  can  nonethalass  b;ai 

Suite  helpful  for  determining  wMch  ^^^^^  appMr  ^  ^ 
warrant  further  investigation. 

For  exemple,  „CFA  could  use  M^lcara  fm  ,  ^  ^ 
calculate  a,e/,ex-adju,ted  utilization  rates  for  each 
individual  procedure  for  selected,  graphic  area,  ,.  g 
State,,  urban  v..  rural  area,,  and  aubgroup,  of  the  population 
(..9..  Macx,  vs.  white,,,    ror  a  given  procedure,  the,e 
utilization  rate,  would  then  be  compared  aero,,  a  type  of 
geographic  area  or  population  subgroup,  to  determine  the  extent 
o£  u,e  variation  for  that  procedure.    In  casea  of  mor„  than 
observations,  the  coefficient  of  variation  ,CV,  e0Bld  oe 
computed  to  provide  more  information  on  the  actual  distribution 
of  utilization  rates.    Algorithms  could  be  developed  to 
identify  any  procedure  having  a  range  or  a  cv  above  a 
Prespecified  threshold.    „i,h  variation  procedure,  identified 
could  then  be  etudied  in. more  detail  In  an  effort  to  better 
und.r,tand  the  rea,on<s,  behind  the  variation.    This  „ight  D9 
sn  especially  important  approach  for  monitoring  change,  by  area 
or  type,  o,  procedure,  where  the  bigge,t  changes  in  fe„  a„d/or 
balance  billing  llBlt,  are  experlenced 

Access  Measurement  In  the  tmn..^  m-Hc™  ..q,.n 

AS  noted  above,  currently  available  Medicare  data  do  not 
ellow  us  to  explain  nany  of  the  difference,  in  rate,  of 
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ho,pitali2ati0n  and  procedures  across  du£arent 
and  geographic  strata     u  access  it  one 
infon,atio„  coaecu,  initially  and  ^ 
the  Regiatry  couid  permit  incrMsed  understanding  ^ 

distribution  of  underlying  difference,  in  health  ,t.t 

neaitn  status  and 
risk  factors  for  heaith  conditions  --,,,„„• 

a"owlng  *  «<°re  direct 
Unk  to  measurement  of  need  for  health  service, 

Furthermore,  these  Registry  data  can  he  li„ked  t0  Medicare 
utilization  files.    Thi,  win  aUow  more  dlrect  ^ 
difference,  in  need  with  the  use  of  services  and  ldenti,y 
possible  groups  with  unequal  acceS5  to  care 

Beneficieries  in  the  Registry  al,o  might  be  followed  to 

7         tr"tment  "  WWCh  *"«  outcome  and 

effectiveness  of  the  intervention  (see  Chapter  VI,.    That  tl 

for  those  who  do  have  access  to  services,  doe,  the  quality  of 

outcomes,    la  any  variation  related  to  specific  geographic 
areas  or  subpopulatlons-of  beneficiaries? 

Futurp  atlldlU 

Part  of  HCFA's  research  agenda  i„  accesa  t0  ca„  u 
deacribed  in  a  forthcoming  grant  announcement,    one  ,pproach 
for  Medicare  ..rvice,  i,  t0  ldentt£y  those  ..^  ^  ^ 
be  delivers  („,lng  avallable  clilUe.Uy_d.flMd  standards)  and 
look  for  evidence  a,  to  whether  they  were  delivered  and,  if 
not,  why  not.     ror  example,  the  service  may  not  have  been 
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wavered  due  to  patient  preference,  rather  than  ^ 
financial  barriers. 

liMmiSM.    Methods  used  to  define  clinical  standards  for 
individual  servioes  ere  not  yet  precise  for  individuai 
patients.    Simple  comparisons  can  be  made  across  geographic 
area,  and  over  time;  controiiing  for  unobserved  source,  o, 
variation  in  the,e  ca,e,  become,  „ore  practice!  but  ie„  vaiid 
scientifically,    some  epidemiologic  technique,  are  better 
established  for  estimating  needs  for  populations.    But  the 
'•gold-standards-  of  good  information,  ,UCh  a,  the  larger, 
scientifically  rigorou,  studie,  Natlonal  lnstltut„  ,f 

Health-funded  clinical  trial,,  typically  take  ,.v.ral  years  and 
millions  of  dollars  to  design  and  undertake. 

Overall,  development  of  clear-cut  evidence  for  programmatic 
purposes  remains  extremely  problematic  across  several  area,: 
defining  and  measuring  changes  in  access,  the  reasons  for 
change,  and  the  development  of  rigorous  scientific  information 
for  individual  clinical-indications. 
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Chapter  v 
Measuring  and  Analy2lng  cha„ges  ln 


38  of  Care 


Tnere  are  three  baslc 

appropriateness:  benefit-,^,  benem.cost  * ""^ 

Researchers  deflne  the  benem.risk  °"' 

"efit  risk  approach  in  terms  of 

PSVOo-sociai  measUres,  eXcee<ing  expected  * 
=onseque„ces,  uhiie  th.  benem.cost 

—  on  lucent  Klthout  MpUcU  J»  »»- 

delineated.8 

Key  to  u„oerstandi„g  th.  concept  of  appropriateness  is  th. 
°»  <>'  — «.  intervention,  eith.r  on  t 

or  outcome  of  an  intervention  i.  uncertain,  ^ 
cisions  mu3t  be  «.  about  oanaganent  of  a  condiw 

»rse  of  care.    Each  of  these  three  concepts  approaches, 
-ever,  has  actions,  an.  method3  9enerally  to  measure 

appropriateness  of  individual  fBfa 

individual  interventions  for  individual 

patients  are  not  yet  precise  and  await  r-f<n 

valid-*- 1  refinement  and  empirical 

validation.    La8tiy,  WenrWg,s  ^  ^ 

o-omes  led  to  an  important  dimension  that  must  be  considered 
when  measuring  appropriateness  ~  patlent  preference>, 


Major  Issnoc 


The  Mrs  resulted,  in  part,  from  concern  about 
for  inappropriate  care  ln  the  tradiUonal  Med.cate  pa^nt 

system.    At  the  seme  time,  the  MPS  raises  fears  it  may  create 
other  Incentives  for  inaPProPriate  care. 

Overpriced  Servir..  ..Htorn,r|,t  

One  of  the  forces  behind  the  MFS  wa,  growing  evidence  that 
some  procedures  offered  physicians  payments  for  their  time  and 
training  that  were  very  hi9h  compared  to  other  procedures  - 
that  coronary  surgery  better  reimbursed  than  office  visits,  and 
an  endoscopy  is  associated  with  greater  fees  than  a 
consuitation.    Critics  saw  these  differences  in  payment  as 
incentives  for  physicians  to  perform  new,  "high  tech" 
procedures  that  had  especially  high  fees  relative  to  costs  and 
pointed  to  the  rapid  growth  rate  for  many  well-reimbursed 
procedures  as  evidence  that  the  incentive,  produced  excessive 
growth . 

There  is,  however,  relatively  little  evidence  to  support 
the  hypothesis  that  well -reimbursed  procedures  (those  where 
historical  payments  are  high  compared  to  resource  requirements) 
are  more  likely  to  be  inappropriately  performed  than  procedures 
where  historical  payments  have  been  low  compared  to  resource 
requirements.     This  is  true  for  at  least  two  reasons.     For  one, 
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there  is  almost  no  evidence  on  i-h 

caparisons  are  iapossiMe.  ^ultation.,  . 

Second,  agreement  within  the  physician  c 
appropriate  indications  for  procedures  is  on! 

"  -  —  -tner  P^sicians  pe  f  1  n;°r"'  " 

ind— •  — — an.  3udgi  i„™  :::r:ures  c 

motivated  by  disagreement  or  profit  FOr 

::r  r  -  - — -  -  -  ™ r 

—  gastrointestinal  endoscopT,  co ion^c  "^^ 
endarterectcy.  colonoscopy,  and  carotl(J 

APPtoprtatene,,  *ViJ!SUm<m_lSuiUUzSUm 

Kates  for  performance  of  proc9dur„  vary  ^ 

d  lar"  —  — ation  is  that  a  hlg  eT 

"  ?*»  -  — priate  i„  iOCaUt 

where  utilization  is  hiah    ,  ««"•« 

high,  research  to  date  has  provided  litti 
support  for  this  hypothesis." 


ItmlSlu  BMBMMI  1 1  BBaja.StanM. 

in  discussing  access  and  utili»tion  in  the  ia.t  two 
chapters,  it  was  noted  that  physicians  facing  reduced  Medicare 
revenue,  u„d.r  OBRA  „.  a,  well  as  preceding  and  suhseguent 


so  either  by  working  harder  and  providing  more  services  or  by 
shifting  their  attention  to  other  services  or  to  non-Medicare 
patients.    Either  Kind  of  response  might  produce  a  change  i„ 
appropriateness,  and  the  variety  of  possible  responses  makes 
tracking  and  analyzing  appropriateness  of  care  especially 
important . 


Available  Monitoring  n*t-» 

The  most  important  problems  in  monitoring  appropriateness 
are  defining  appropriate  care  and  collecting  data  to  determine 
adherence  to  standards  of  appropriateness.    The  Medicare 
program  approaches  the  question  of  appropriateness  in  two  ways, 
through: 

o       National  standards  as  to  what  services  will  be  paid 
for  (covered*)  by  the  program,  and 

o       More  local  programs  of  pre-certification,  pre-payment 
screening,  and  post-service  review. 
Even  though  there  are  a  few  national  rules  governing  what 
services  will  be  reviewed  under  the  latter  activities,  HCFA 
uses  the  professional  judgment  of  local  reviewers  to  make  pre- 
certification  or  post-service  determinations  of 
appropriateness.     Recently,  a  growing  number  of  critics  has 
pointed  out  that  many  accepted  community  practices  have  very 

'Some  services  (such  as  most  dental  and  preventive 

Me5Icare,h^erf:?ClUfed,f"m  COVera*e  *  law  "ther  than  because 
Medicare  has  determined  them  to  be  inappropriate. 


li-U-  scientific  foundation,  and  judgments  as  „  ^ 
•PP-prUt.  are  usuaiiy  diffieult  t0  Ju,tify  through  ^ 
to  the  best  scientific  literature . 

Evidence  on  hSEiaBLiA%SSSSS 

A  number  o,  recent  pushed  studies  have 
substantia!  numbers  of  procedures  are  performed  „ith  eitner 
very  poor  documentation  of  positive  reasons  for  performance  or 
positive  evidence  of  inappropriate  reasons.--    These  studles 
ere,  however,  cross-sectionai,  and  coUectin,  a  second  round  of 

tracking  system  described  below. 

Carrier  Actjv^y 

Although  some  ciaim,  for  uncovered  services  are  submitted 
end  denied,  counting  denied  ciaim,  for  uncovered  „rvlces  ^ 
not  an  effective  way  of . tracking  appropriateness  of  care 
Carrier,  aiso  review  the  medicai  necessity  of  certain  services 
(e.g.,  intermediate  office  visits,  „ur3ing  home  vlJlta 
comprehensive  office  visit,,  consuitation,,  if  the  frequency 
exceed,  preeet  thr.ehoid,,  out  these  review  decision,  are  made 
according  to  ruie.  that  vary  from  carrier  to  carrier  and  over 
time.    Thu.,  tracxin,  d.niai  rate,  provide,  oniy  very  iimited 
information  a,  to  the  appropriatene,,  of  vi.it  and  conaultation 
services . 
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Peer  Review  Organization  r>**» 

PROS  review  care,  especially  that  provided  in  hospitals, 
and  determine  whether  it  is  appropriate.     The  standards  for 
these  reviews  can  vary  from  PRO  to  PRO,  and  the  centralized 
data  are  in  summary  form  that  cannot  yield  meaningful  trend 
data.    Chapter  II  of  this  report  (as  well  as  the  fourth  section 
of  this  chapter)  describes  the  Department's  plans  for 
developing  more  systematic  clinical  guidelines  for  appropriate 
care  and  the  way  in  which  HCFA's  PRO  program  will  track 
adherence  to  these  guidelines  over  the  next  5-10  years. 

Sources  of  inapprnrrlate  LLtUiaflUgfl 

Theoretically,  as  monitoring  systems  begin  to  provide  more 
concrete  data  on  services,  it  will  become  more  possible  to 
identify  patterns  and  reasons  for  inappropriate  choices.  Until 
that  evidence  becomes  clearer,  however,  HCFA  and  the  newly- 
created  AHCPR  will  place  emphasis  on  education  of  physicians 
and  the  public,     pros  will  target  specific  education  to 
individual  physicians  and  groups  whose  patterns  of  care  appear 
inappropriate  under  PRO  oversight. 

Clinical  nnidelinea 

The  Department's  lead  agency  for  improving  understanding 
and  consensus  on  what  care  is  appropriate  and  for  facilitating 
the  development  and  dissemination  of  clinical  guidelines  is 
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AHCPR.     m  addition,  public  and 

Puauc  and  pnvate  organizations 

rra;iy  pro£— — «    engaged  ln 

-.iopin,  clInlcal  guldeUnes  ^  ^ 

Confess  create.  AHCPR  ln  19a9  to  ...^ 

apptoprist.n.ss,  and  effecuve„es,  ot  h..lth  care  ,.mJ' 
»cc..,to.uch..rvlc....(08RS8S). 

:":r" research' £acmtation  °f  d°—  -  — 

9UW*UnM'  «»  **  'PProprlst.n.ss  ,t  health 

=«.     This  .ffort  „m  Mk.  .  contrtfcution>  aiong 

.«ort.  0£  professlonal  ^        others<  ^  understand 
wh«  ==nstitut.s  apPropriet.  care.    The  ^  • 

informed  clinical  decisionmaking. 

leglslation  authorizea  deveiopnent  of  ^ 

both  through  Pe„el3  convened  by  through  =ontra 

PubUc  end  nonprotlt  prtvate  organl2ition8  sgency 
curr     ly  is  convening  paneis  ^  emphMi^ 

"  eXPUClt  ^  b"9d  °"  ™ '  —edge.  Guldellne 

development  support..  by  AHCPR  retiree  thet  aU  scientific 
evidence  b.  considered,  th.  consequences  of  different  options 
»e  weighed,  snd  the  scientific  evidence  snd  ,ubjective 
Judgments  supporting  th.  chosen  options  be  described 
explicitiy.    Th.  methodology  .mphssU.s  th.  importsnc.  o, 
compr.h.nsive  .veWion  of  emplricsl  evidence  Qf  9f 


and  -U  signiiicant  outcomes,  beneatsi  harns 
emphasis  expucu  documentation  of  ^ 
assumptions. 

AHCPR  appoints  panel  m9m,ers  (rom  aMng  those  [ecg 

V  pane,  cn.ir,    MMbar.  represent  .  ^  ^  ^ 

individuals  and  organizations,  including  physlcl4ns 
representing  specialty  and  general  practices<  nurses>  ^ 
h..Xth.  and  other  health  care  petitioners  as  well  a, 
consumers  with  experience  or  information  pertinent  to  the 
guideline  being  developed. 

AHCPR  has  convened  panels  to  develop  guidelines  on: 

(1)  Visual  impairment  due  to  cataracts  in  the  aging  eye, 

(2)  Diagnosis  and  treatment  of  benign  prostatic 
hyperplasia, 

(3)  Pain  management, 

(4)  Diagnosis  end  treatment  of  depressed  outpatients  in 
primary  care  settings, 

(5)  Delivery  of  comprehensive  care  in  sickle  cell  disease 

(6)  Prediction,  prevention,  and  early  treatment  of 
pressure  sores  in  adults,  and 

(7)  Urinary  incontinence  in  the  adult. 

Guidelines  for  three  conditions  should  be  available  in  late 
1991.    These  will  then  undergo  a  2-year  period  of 
dissemination,  review  and  evaluation.    The  other  four 
guidelines  should  be  completed  in  draft  form  sometime  in  1991. 
AHCPR  has  also  convened  a  guidelines  panel  on  AIDS. 
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Map-government,  1  „„^.,  -f,^^^ 

The  two  most  important  nongovernments!  groups  ,ources  of 
reUM'  °n  of  care  are  physlclan 

third  party  payers;  P  "d 

-  -cent  years,  medical  protwloatl 
societies  have  become  intensively  i„V0lved  ln  devel 
Sidelines,     in  1989  the  ^ 

of  Quality  Assurance  listed  hundreds  of  practice  guidelines 
Practice  standards,  and  technology  assesses,  primarily  ' 
developed  hy  speciaity  groups."    Th4t  office-.  August  1990 
newsletter  carried  announcements  hy  professional  groups  of 
intention  to  dev.iop  more  than  100  new  guidelines." 

n4rt  PflrtY  ™«  P«ty  payer,  have  used 

coverage  guideiin.s  to  define  the  services  for  which  they  win 
pay.    More  recently,  however,  third  parties  have  tried  to 
oevelop  clinic.!  review  guidelines  through  which  they  can 
determine  whether  a  particular  course  of  care,  ranging  fr0m 
surgical  intervention  to  psychiatric  treatment,  is 

reusable.    Although  third  parties  sometimes  refer  to  these 
guidelines  simply  „  c0V9rage  „1§1  (avoldlng  ^ 

statement  about  appropriateness,,  explicit  statements  about 
appropriateness  are  becoming  increasingly  freguent  in  third 
party  decisions. 

Evasion  of  Amative  So„r,o,.     From  the  perspective  of 
public  policy,  practice  guidelines  coming  from  both 
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Passional  societies  „d 

U-itationa.    Professions*  ««-s 

—  that  elther  are  ^"-^ 

Preconceptions  or  wogld  reduce  *«■>  thelr  memfcers 

— «       .  ,lving.  Thus<  *  thelr 

S0Cieti"  as  appropriate  " 

— U,  9roUps  may  deyelop  -  ~—  -at 

-  ~  -  PrlMty  care  Phys;cla;;      - — 

«re  personnel.  '  and  oth«  health 

°«  th.  other  „and,  tnlrd  partlM 
«.po„sibaity  t0  ^^^^  «ouciarv 

dlr9CUy  — to  those  uh0  pay  th?/1"0"  alUaYa 
P-tUnt.  wh0  receive  service,.    xhus    '  th4"  '°  ^ 

— aW.  fMr  that  ^  ^ ^  -  -o  an 

"  m4I9ln4i  °'  that  are  in 

These  concerns  appear  to  k  '  approP«ete. 

— -  - l;.*::  ~  -  - 

— — .  »u.  „,„  ,.mo  '1    ™"  » 

her  than  ^thin  HCFA. 


The  Department's  lead  for 

U  9n9a98d  "  *  -  —3  whlch  are  l;T' 

e  alraed  *t  making  the 


PRO  program  more  systematic  in  its  asse^ 

- — « ... ....  J *  - 

Current  Peer  R^n>„  QWMiZAUSlL^m. 
A  number  of  critics  of  na  - 

l.  ,    k  ■  nt  PR°  Pr°9"m  h«e  alleged 

it  to  be  ..esou.ce  lntensiVe,.  ..unsystemaUc, .. 

v«l«bl.,..  "Judgmental,..  and  -of  rinc.rtain  value  „  pRos 
currently  review  .  sample  of  indlvidual  ^  ^ 
HospitalUations,  (or  the  purpose  ^  makin9  a  deteraiMtion 
«  out  whether  the  care  was,  for  example,  rMSMaUe,  ^ 
Umlr.  adequate,  complete,  appelate,  and  delivered  In  th. 
-«  appropriate  setting.    The  tool,  used  by  PROs  to  arriv.  „ 
these  decisions  are  limited  r*  . 

,  lmlted  "  SOme  »>y  the  judgment  and 

parlance  ,f  the  individual  physicians  and  nurses  reviewing 
the  case.    Because  individual  experience  and  knowledge  vary 
the  results  of  the  review  win  „»™ 

view  wui  vary.    i„  addition,  because  the 

review  focuses  on  a  sample  of  cases,  this  approach  can  have  a 
sentinel  effect,  hut  noVhlways  provide  an  opportunity  for 
hroad-hased  education  and  prevention  of  poor  guality  care. 

Approach  to  T«<n,a? 

HSQB  has  undertaken  a  program  to  address  concern,  with  the 
current  proc...  by  creatlng  ln        pROs  ^  ^ 

.11  care  (provided  to  a  sample  of  benef iciarie,,  i„  way,  whlen 
focus  on  the  outcome,  of  care.    The  objective  i,  to  eguip  the 
PRO,  with  smi,  -and  tool,  that  win  enable  them  to 


characterize  patterns  of  use  and  patterns  of  outoome  in  their 
jurisdictions  and  to  draw  inferenoes  about  the  performance  of 
providers  of  medical  services. 

Peer  Review  Organization  structure  and  sum,      To  perform 
these  functions,  pros  need  both  a  suitable  data  management 
infrastructure  and  the  epidemiologic  and  biostatistical  skills 
to  make  effective  use  of  the  data;    As  a  result,  HSQB  is 
proceeding  simultaneously  to: 

o       Make  the  current  system  more  systematic  and 

consistent,  and 
o       Develop  the  data  systems  and  epidemiologic  tools  to 

shift  the  pros  from  a  system  of  individual  case  review 

to  one  based  on  analyses  of  patterns  of  use  and 

outcomes . 

HSQB  plans  to  address  these  complementary  and  sequential 
objectives  through  a  combination  of  automated  clinical  patient 
data  and  an  expert  system  of  electronic  clinical  logic. 
Initially  the  automated  data  might  be  limited  to  that  obtained 
from  inpatient  hospital  medical  records  and  the  expert  system 
will  rest  on  consensus-based  algorithms,     in  the  longer  term, 
the  data  required  could  include  information  from  all  care 
settings  and  the  expert  system  could  evolve  into  a  real-time 
experience-based  decision  support  tool  founded  on  epidemiologic 
analysis  of  the  experience ^of  physicians  treating  Medicare 
patients . 

Assumptions.    The  analytic  framework  for  future  PRO  work  is 
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based  on  the  premise  that  variation  in  nation* 

on  ln  Patient  management  and 

treatment  decisions,  and  in  the  outcomes  of  those  decisions, 
results  more  from  uncertainty  about  how  best  to  care  for 
patients  than  from  individual  culpable  errors,     pros  would 
therefore  shift  their  focus  from  examining  individual  cases  out 
of  context  to  studying  patterns  of  use  and  outcome  in  the 
context  of  the  national,  state,  and  local  experience  and 
trends.    Such  an  approach  could  involve  two  directions  of 
analysis  and  two  kinds  of  data: 

o       Analytic  directions  -  pros  would  need  to  monitor  both 
qeoqraphlc  variations  and  time  trenH*  Monitoring 
geographic  variations  involves  both  comparing  their 
jurisdiction  with  the  rest  of  the  nation  and  comparing 
localities  within  their  jurisdiction.    Monitoring  time 
trends  ideally  involves  a  more  continuous  monitoring 
system  that  can  detect  trends  as  they  emerge  rather 
than  long  after  they  have  become  established, 
o       Data  sources  -  pros  would  monitor  using  both  billing 
data,  which  are  currently  available  but  require 
further  development  for  analysis,  and  an  expanded  data 
base  (including  the  UCDS),  discussed  in  more  detail  in 
Chapter  II)  that  contains  a  broad  range  of  clinical 
information  from  hospital  and  other  patient  records. 
Epidemiologic  Methods.-  The  analytic  techniques  used  in 
this  work  attempt  to  assess  the  risk  of  particular  outcomes  for 
patients  with  various  clinical  conditions  and  also  the  extent 


WMCh  th°Se  —S  «  ««««  «*-  what  wouid  have  , 
«Pected  compared  t0  the  natlonaj  experience  ^  ^ 

P^ent,.    outco.es  might  be  analyzed  uslng 

that  focus  on  short-  and  long.tera  ^  ^u 

extent  to  which  the  risxs  of  those  outcome,  cha„ 

outcomes  change  over  time 
*  var.ety  of  ,.hard..  and  ,,oft„  outcomes  couid  ^ 

ncluding,  .ort.Uty,  morbidity  (rMdmssion  ^  ^  n- 

!eh9th  of  stay,  u,e  of  nonhospital  ambuiatory  services,  ' 
lability  (IU1W  nurslng  facUlty  heauh 

service,,  and  expenditures,    other  outcome  meaaur.s  csn  be  . 

ueveioped  over  time,  but  the  shove  measure,  ar.  Bore  readUy 

availabie  from  existing  Medicare  data  systeM 

S^-Lis^.    Monitoring  might  show  that  the  30-day 
-taiity  rate  for  Medicare  patients  who  had  undergone  bypa,, 
•urgery  varied  wideiy  within  the  jurisdiction,    using  a 

combination  of  provided  baling  data,  „CDS  data,  and  po,sibly 
additional  appropriate  sampiing,  the  pro  wouid  determine 
whether  the  variation  coui.  he  attributed  to  differences  in 
risx  for  patients  coming  to  surgery,    rurth.r,  it  couid 
identify  factors  other  than  patient  ris*  associated  with  higher 
-rtality  rat.,.    „  hoapitai-specif ic  factors  appeared  to  he 
involved,  it  couid  examine  outcomes  of  other  care  provided  at 
the  hi,h-r.te  hospitals.    „  certain  practices  appears  to  he 
aasociatad  with  hlgh.r  rate3  th.  pRQ  ^  ^ 

association  with  higher  rates  in  other  settings  and  for  other 
conditions. 
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Expected  Tmprf 

The  systen,  described  here  could  sl,„mcantly  lmprove 

the  ,u.Uty  o£  care  delivered  t0  MMicare  ^  J  « 

tr.Cc  the  irapact  o£  program  chan9es 

MMUfltlM  an.  MmBZiBSU^.    HCFA  would  be  able  to 
-sure  the  impact  of  treatment  oPtlons  on  the  health  outcome, 
of  patients  by  Identifying  those  instances  where  outoon.es 
obtained  by  various  Interventions  are  substantially  different 
fro*  what  would  have  been  emoted  given  the  oharaoterlstio,  of 
the  Patlents.    This  ml,nt  help  contrlbute  ^  ^  ^ 

«hloh  treatment  interventions  Produoe  .Pproprlat9  outco  M 

to  provide  evidence  on  the  aPProPrlaten.s,  of  service,  that  was 
hased  on  outco„es  rather  than  opinion.    The  agency  could  use 

this  information  to  incorporate  this  in*«  „ 

porate  this  into  coverage  guidelines 

or  target  consistent  outlier,  ,1...,  ldentlfy  gf 

cere,,  i„,tead  of  engaging  In  a  ca,.-by-c  arch  f„  ^ 

care. 


!Saaaa  M""'f"rtnfl.    «-  oata  ,y,tem  under  which  the  pro, 
would  wor*  not  only  p.„itl  th.  pROa  tQ  ^  ^  ^ 

national  data  ba,e  for  comparative  ,tudie,  but  al,o  allows  each 
=e»e  reviewed  by  th.  pros  to  contribute  to  that  national  data 
b....    Th.  data  bas.  could'be,  i„  turn,  vary  rapldly 

to  assess  trends  In  the  appropriateness  of  care  delivered  to 
Medicare  beneficiaries . 
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Expected  Resources 

The  cost  of  the  new  PRO  review  method  is  not  expected  to 
exceed  the  cost  of  the  current  PRO  program.     As  the  conversions 
are  made,  the  funds  previously  allocated  to  the  existing  pro 
review  would  be  shifted  to  support  the  new  type  of  review. 
There  could  be,  however,  the  need'  for  significant  changes  in 
both  the  PROS  and  HSQB: 

o       Greater  expertise  with  regard  to  medical 

epidemiologists,  biostatisticians,  and  health  services 
researchers . 

o       Both  groups  will  need  the  capacity  to  modify  and 

refine  the  expert  systems  and  decision  support  tools 
as  new  information  emerges.    To  what  extent  systems 
will  lag  behind  in  incorporating  new  information  is 
not  clear. 

o       Finally,  PROs  will  need  to  develop  skills  not  only  in 
conducting  the  analysis,  but  also  in  organizing  the 
results  in  ways  which  incorporate  them  for 
policymaking  as  well  as  facilitate  discussion  with  the 
medical  community.     PROs  will  need  not  only  good 
scientific  information  which  will  withstand  medical 
community  scrutiny,  but  also  the  mechanisms  and 
credibility  in  the  community  to  present  the  analytic 
results  in  ways  which  foster  appropriate  changes  in 
provider  behavior. 
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Current  SrhoHMlr 

in  early  t0  mid-calendar  year  Qt  hsqb  piMs  ^ 

the  contacts  of  seven  PRCs  to  begin  implementation  Qf  * 
of  the  traction  to  a  new  set  of  pro  functions.  ^ 

PROS  wm  oe  capturing.  In  automated  formats    comn,  » 

lormats,  complete  clinical 
-formation  for  a  «  percent  sample  of  Hospital  amissions  in 
their  respective  states.    The  automated  expert  system  win 
identify  cases  needing  further  physician  review.    m,  process 
will  become  the  oasis  for  PRO  review.    Dependin,  upon  these 
"Pilot"  results,  other  PRO  contracts  could  be  modified  to 
conduct  review  in  this  way. 

Simultaneously,  HSQB  could  develop  a  prototype  data 
management  and  analysis  infrastructure  -  including  both 
hardware  and  epidemiologic  software  -  ,or  pros  to  use  in 
performing  the  more  sophisticated  analyse,  of  variation,  in  use 
end  outcome.    M1  of  the  clinical  data  u,ed  in  the  first  phase 
of  the  transition,  and  the  automated  patient  information  from 
the  hospital  record,  will  b,  retalned  and  ^  ^  ^ 
HCFA  data  for  pros  to  use  In  as,.„i„g  th.  quaUty  of  car8 

It  will  be  at  l..,t  3  year,  before  the  result,  of 
lnfra,tru=tur.  development  efforts  will  be  available.  The  first 
full  year  of  automated  data  and  logic  for  th.  fir.t  pro.  will 
be  available  for  u.e  in  the  broad  epidemiologic  overaight 
program  no  earlier  than  1994,  and  the  aecond  full  year,  which 
1,  nece.,ary  for  measuring  change,,  in  1995.    Thu,,  if  all  goe, 
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according  to  current  plan,  the  first  reports  on  meaningful 
trends  in  appropriateness  (i.e.,  more  than  1  year  of  changes) 
can  be  expected  in  the  latter  part  of  the  decade. 

Beyond  this  period,  HSQB  expects  to  extend  conversion  of 
the  PRO  program  from  a  system  that  simply  conducts  more 
standardized  consensus-based  review  of  samples  of  cases  to  one 
based  on  epidemiologic  analysis  of  -  patterns  of  use  and  outcome. 

Timeliness  of  Peer  Review  Organization  Data.  The  data  to  be 
tracked  flow  directly  from  an  automated  system  used  to  screen 
cases  for  physician  review.    Thus,  the  availability  of  data 
depends  on  when  a  service  is  identified  for  abstraction,  and 
how  soon  the  record  is  abstracted  after  identification. 
Although  it  is  premature  to  estimate  this  time  period 
precisely,  data  are  likely  to  be  available  for  analysis  4  to  8 
months  after  care  is  rendered.    As  is  true  with  access  data 
from  CBS,  these  preliminary  data  will  be  subject  to  adjustment 
and  correction,  particularly  based  on  physician  reviews  of 
records.     Nevertheless,  the  screening  data  could  provide 
epidemiological ly  meaningful  data  on  underlying  trends  in 
appropriateness . 
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Chapter  VI 
Analyzing  and  Monitor! 


ng  Outcomes 


The  four  preceding  chapters  have  Ascribed 
Processes  for  utilization,  access    and  m°nU°rln9 

systems  that  WU  sun  W«.n.ss,  and  the 

PP°"  that  monitoring     Thf.  „ 
discusses  and  e»»»(„  hIs  cn«Pter 

3  e*an,ln«  an  added  dimension-  th.  .  , 
monitoring  of  outcomes  "0n-  the  "4lVsls  and 

-Sdltlonai  evaluations    t."  ««  — 

— es  of  care  under  „  ^  "  ^         «— «-  « 

—l„g  concluslons  from  S'    "  th.  problems  of 

nS  from  monitoring.     The  fin-i 
=onsid.rs  integrating  the  data  systems  dl 
"Port,  and  using  these  In  de  ^  *" 

«.P.  toward  r.aLina  ^  m°nU°rln9  W~  " 


Outcomoe 


Analyst 


s 
n 


....... ,. .        ,t  _  n »~ 
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is  important,  although  extremely  ^  ^ 

changes  in  risk-ad justed  outcomes  are  ^  ^  ^  ^ 

appropriateness  and  accessibility  of  care  or  other  features  of 
the  care  rendered. 

Pefininq  and  Trying  Q„tr„m^ 

There  are  three  important  outcomes  of  care:  functionai 
status,  need  for  care,  and  survivai.    Research  has  deveioped 
increesingly  sophisticated  approaches  to  exemining  these 
outcomes,  and  the  following  summary  is  lU».tr.tiv.  rather  than 
comprehensive. 

functional  .t.tns.    Although  clinical  studies  have  included 
measures  of  functional  status  as  a  measure  of  outcomes,  the 
possibility  of  collecting  such  information  for  epidemiologic 
surveillance  of  the  Medicare  program  is  a  more  recent 
development.    Wennberg  and  colleagues  "  »  "  collected 
functional  status  information  from  a  group  of  Medicare 
beneficiaries  to  supplement  a  claims  analysis,  and  more 
recently  Elwood  »  has  proposed  more  systematic  collection  for 
health  care  systems  and  has  started  the  development  of 
functional  outcomes  instruments.     I„  1990,  with  support  from 
AHCPR,  HCFA  awarded  a  contract  to  the  University  of  Minnesota 
to  study  outcomes  of  specific  procedures  in  a  representative 
sample  of  Medicare  beneficiaries.    This  study  will  initially 
-ddress  three  procedures  with  the  possibility  of  extension  to 
three  more  procedures  a  year  on  a  regular  basis. 
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Follow-up  Care,     m  1990  HCFA's  Office  of  Research  and 
Demonstrations  released  a  study  of  hospital  readmissions 
following  eight  procedures  (total  hip  replacement,  total  knee 
replacement,  repair  of  hip  fracture,  replacement  of  femoral 
head,  cholecystectomy,  partial  excision  of  the  large  bowel, 
coronary  artery  bypass  graft,  and  percutaneous  transluminal 
coronary  angioplasty)  for  Medicare  patients  receiving  those 
procedures  in  1986-7.  "    This  study  represents  a  pilot 
approach  that  has  the  potential  to  become  a  monitoring  system 
for  outcomes. 

Survival.     For  4  yearS/  HCFA,s  HSqB  hag  pubUsned 

information  on  mortality  for  Medicare  beneficiaries  following 
hospitalization  at  different  hospitals.  »    The  adjustment 
methods  used  for  this  study  are  genera lizable  to  tracking 
trends  for  regions  and  subpopulations . 

Sources  of  Outcomes  Data 

Chapter  II  reviewed  several  major  sources  of  data;  several 
of  these  are  useful  for  outcomes  analysis. 

Ciaims  pata.  Although  Chapter  II  focused  on  physician 
services  that  are  identified  in  the  NCH,  the  NCH  also  contains 
records  for  all  hospital,  nursing  home,  home  health,  hospital 
outpatient,  durable  medical  equipment,  laboratory  services,  and 
other  services  paid  for  by 'Medicare.    Services  provide 
information  not  only  about  care  rendered  but  also  about  certain 
outcomes  (for  example,  hospitalization  for  stroke  or  heart 
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attack  is  an  outcome  for  a  hypertensive  patient). 

The  Current  Beneficiary  Survey      The  «™ 

^  survey.     The  proposed  CBS  could 

provide  much  new  data  concerning  risk  factors  such  as 

demographics,  income,  perceived  health  status,  and  functional 

status,  which  can  be  linked  to  billing  data. 

The  Peer  Review  Organisation  sv^nn,.    The  pro  system  now 

monitors  a  3  percent  random  sample  of  hospital  discharges  that 
will  be  expanded  to  6  percent  starting  in  late  1991.    The  data 
collected  from  the  PRO  sample  includes  both  risk  factors  and 
in-hospital  outcomes  of  care. 

The  Health  Insurance  Master  File.     This  file  provides  two 
critical  pieces  of  information:  the  date  of  death  for  all 
beneficiaries  who  die,  and  the  demographics  of  the  beneficiary 
population  at  risk,  which  is  vital  to  epidemiologic  studies  of 
outcomes . 

ie  Medicare  Beneficiary  Health  sr^„.  — jf^-  Tne 
Registry  is  a  panel  study  now  in  the  early  stages  of  design 
work  with  joint  support  -from  AHCPR  and  HCFA.    The  goal  is  to 
include  a  5  percent  sample  of  Medicare  beneficiaries.  The 
survey  would  collect  information  on  risk  factors  and  functional 
status  through  interviews  and  track  patients  through  the  claims 
system.    The  Registry  is  currently  being  developed,  but  it  will 
not  be  known  for  several  years  whether  the  Registry  will  be 
able  to  gather  health  status  information  of  sufficient  accuracy 
to  satisfy  the  purpose  for  which  it  is  being  developed,  or  if 
so,  at  what  cost:-   Therefore,  no  final  decision  has  yet  been 
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made  t0  implement  th«  -Itt  status  Reglstry_ 

Evaluation.  a  ^MUnugu^Msn^o^ 

Even  the  best  evaluations  of  Medicare  „ 
-en  disappoints  i„  three  Kays; 

(1'  ^  ^  *  ma3"  -  >  -earl,  demonstrated 

'"rihuting  change  to  a  specific  cause  is  very  dl„lettlt 
*  ..reai-Worid..  intervention  or  program  chan^  ' 

valuation,  mu,t  he  carried  out  without  adequate 
o;Ps  and  with  situations  wherehy  interventions  occur 
at  one  point  in  time      thi»  -  y 

time.    This  means  that  it  is  difficult  if 

-  imposslhie,  to  clean,  delineate  cause  and  effect 
change,,  and  to  atttlhute  change,  ,peclfically  to  the 
intervention  under  examination. 

(2)  The  results  ara 

are  too  often  nonspecific  and  provide  too 
little  fine-grained  detail  «•«  -n 

of  eoecif,  '  "  SPPr°Prl"e  ""nement 

of  specific  program  feature,. 

n°dlfyln9  -  -ogram  analy,is  therefore 

Provides,  at  b.,t,  o„ly  9.neral  in,lghts  ^  ^ 

care  system. 

A  PUot  Evaluation  ftrrr^rn 

One  potential  model  for  evaluating  the  Impact  of  program 
change  i,  the  study  of  the  impact  of  the  Medicare  hospital 
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prospective  payment  system  (PPS1  nn  h  . 

y  tarn  (*ps)  on  hospital  care  bv  v,k 

Brook,  and  colleagues  at  Rand        wnich  waa 

as  c°nducted  under  a 
cooperative  agreement  with  HCFA ' s  office  of  ReSearch  " 

"udy  u.  authors  ldentlfled  certain  ^  -  tM. 

— «« - ...  fot  an      °:  ;r 

—  pps.    They  then  coUected  a  ^  « 

:rrioM  °£ — — -  ==;  or 

before  pps  and  anotner  „mple  ^  ^  ^ 

r  ^  lmPUClt  «  -sures  of  *»Uty  of  care 

They  then  demonstrated  that  patients  tfho,9  ^ 

zrt to  these  me"ures  hM  better  «— 

i;r whose  care  was  p°°r- Fins"-  v  — — 

r  IT1;"  "  -  "d  riSk"—  -re  and 

•fter  the  implementation  of  pps.    They  found  ^ 

o.re  for  Medicare  beneficial,  had  ahown  a  trend  of 
improvement  that  was  „ot  interrupts  by  cost-containment 
meeeures  during  the  first  years  of  pps. 

*.  e  model  for  monitoring,  h0„ever,  the  Kahn-Broo*  study 
has  five  serious  limitations: 

111  maU^-    A1B°"  «  from  the  discharge  of 

the  iast  patient  in  the  study  untii  the  publication  of 
"suits,    such  time  lags  are  lnc0Mlstent  ^  ^  ^ 
for  progrem  managements  refinement. 

<*>  CBsU  Of  res,,^.    Although  the  cost  of  the  study  was  more 
than  $5  million,  the  sample  size  was  too  sm.ll  to  associate 
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y with  specifi= of  Program  management 

°l9ht  ^  *.  "^tment  or  refinement 

(3.  seiap^n^.  Administratlvely,  the 

«.  ««-  t0  .  sln9ie  pubushed  ^       ,  J  i, 
continuous  monltorlng  that  u  deMrabie  ^  ^^^^^ 
program  improvement. 
<«)  ^^,2,,^^.     B«auM  PPS  Ka3  ^^^^  ^  ^ 

"  the  PR0  »V".»  it  was  net  po„Xbl.  to 
attribute  chance,  to  one  cause  or  the  other 

(3,  X^^.    An  inpatient  focus  i.  hlghly  ^ 
o    the  pps  studyof  th.  ef£ects  of  hospitai  ^ 

ending  th.  iocus  to  outpatient  services  for  oth.r  ki„ds 

'  "UdlM  bS  di«—  record,  ar.  much 

-r.  compi.te  and  accessible  than  outpatient  records,  an, 
"CDS  b.  an  inpati.„t  W„  only. 

.Tht;aitVSfneC98"ry  "  V19W  "Udy  ^  "  '  -at 

ed  the  ieaaibiiit,  of  lfflportant  ^  ^ 

that  oniy  need  be  repeated  to  provide  us.iui,  timeiy 
information  on  program  performance. 


Future  rjrerl;lTn|T 


integrating  HUaaftlXgj  ami  

Th.  data  .y.t.M  d„crlb9d  tn  tnl,  report  conpri>e 
first  .t.p  i„  d.v.ioping  a„  integrated  ^  ^ 

monitoring  Medicare  program. : 
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 1         Previous  parts  of 

d8SCrlbed  h°"  «»«•  .yt-  fit  together  t         R6P0rt  h4V6 
m  «  — «•  o*  P~,r.m  perform!/        "°nlt0r  '  — 

— s  on  more  tlme ~" «  — .  ls  the 

mely  and  continuous  data  t»ki 
™s  estimates  o£  th.  ^  "1-1 

«  »o„noring  d4ta  ln  I990  and  ^  "d  .v.u.WUty 

Ongoing  anfl]r^t  __ 

-  r  :n  r:  :r — 

not  have  to  depend  on  speclai 

-liability  i.  lmport4nt  to  uji         ;      h  '  —  "—us 
management.  "  °n9°lno  P™9«m 

Saffli^EIaMa-    The  BMAD  beneficiary  fli 
*  —  eemPle,  and  the- ProPoeM  Medicare  ^  ^ 
^*try  have  been  design*,       CooM i„a    1 ^ 
—1—  sampling  overlap.    m.  wiu       ,  '°  Pr°Vld« 

MltaU..    The  R.o,  »  the  •«  «tata 

The  Regi.try's  pressed  5  Mr..nt 

"bset  of  the  pro  in  ""P1*  1«  a 

ne  PR0  10  Percent  sample    ™h  *k 

« -  - t. .  ...at  of\h;.::::er°" — 

CflflUmigB,  Pronran,  r.rr-Tn|r)||| 

The  monitoring  ay.tem.  described  in  « 
»  «H  a.  further  Preceding  chapters, 

further  system,  described  i„  this  chapter  are 
resigned  to  proouc.  a  mor.-contlnuou.  flow  of  i„  0 

-  -tema  architect,  call    ^  tlo...  ^  T  " 

—-0on,fter  systems  change,  .re  made.„:  care  is 


VI-8 


rendered  to  allow  adjustment  and  fine  tuning  of  the  Medicare 
program. 

Real  time  measures  of  performance  are  one  of  the  key 
ingredients  of  continuous  quality  improvement  -  the  industrial 
engineering  model  of  quality  control  that  is  receiving  growing 
attention  in  the  health  care  field.    Developing  such  measures 
will  continue  to  move  HCFA  toward  being  able  to  monitor  and 
refine  its  program  policies  in  the  same  way  i„  which  it  and  an 
beneficiaries  expect  health  care  providers  to  monitor  and 
improve  their  performance. 
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Table  Vl-i 


Change  in  Availability  of  Pro„™  n 

or  Program  Data:  1990-95 


Information 
system  ig90 


Typical  lag 
I months ) 


1995 


Routine/ 
special  study 
in  1990 


In 
Place 


Part  B 
utilization  10-22 


5-8 


routine 


1991/2 


Access  to  care  24-36 


6-10 


special 


1993/4 


Appropriateness  48 
of  care 


4-8 


special 


1994/5 


Outcomes 


12-36 


6-12 


largely 
special 
studies 
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